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Mannesman plans 
combined home 
and mobile phone 

drawing up plans to offer Europe's first mass- 
market digital telephone service that cnmhirwm 
mobile and fixed networks. The new service, 
expected to be available in Germany w«»*t y ear , 
would allow customers to use a gingfo phon*. as 
a cordless telephone at home and a mobile else- 
where. The plan from Mannesmann, which 
expects to invest DM3bn-DM4bn ($L7hn$L3bn) 
in telecommunications in the next five years, 
h ig hligh ts the rapid pace of change in the Ger- 
man telecoms market. Page 19 

Computer plan for TV; Senior executives 
from three large US computer groups launched 
a ca mp aign to persuade the European TV indus- 
try it n eeds PC technology fir its future devel- 
opment The DTV group brings together Intel. 
Compaq Co mp uter and Microsoft, which believe 
PC technology can ultimately deliver better 
quality television pictures. Page 19 

Hostages ‘shot deacP; Four westerners 
kidnapped in Kashmir two years ago were shot 
dead in early 1996 and buried in a cave, cap- 
tured guerrilla Nazir Ahmad Najar has told the 
Indian authorities. German Dirk Hasert was 
seized along with American Donald Hutchings 
and Britans Paul Wells and Keith Mangan. 

Schumacher wins Canadian grand prix 

Michael Srhmnflffhw of 
Ge rmany , left, won the 
Canadian Grand Prix in 
a Ferrari after an acci- 
dent caused the race to 
be halted after 56 laps 
when Frenchman Oliv- 
ier Panis slammed infrn 
a tyre waft. Jean Alesi 
of France in a Benetton 
was second and Italian 
Giancarlo Fisichefta in 
a Jordan was third. 

Writing on the waft for graphology: A 

decision by one of France’s largest companies to 
ban handwriting analysis as an aid to recruit- 
ment ban shaken the nation’s graphologists. 
Building materials group Saint-Gobaln has 
dropped graphology, although the technique is 
widely used in France. Page 18; Management, 
Page 10: Business Education. Page U 


Europe’s fiscal discipline 


tested at Amsterdam summit 


Germany 
rules out 
spending 
on EU jobs 



Portuguese power, sale: Shares in 
Electriridade de Portugal are forecast to make 
exceptional gains when the national power util- 
ity begins trading today. The initial public offer- 
ing, Portugal's biggest so far. is widely thought 
to have been priced too low at E S 2.2 50 a share. 
Page 19; World stocks. Page 83 

Merloni sets targets: Merloni 
Etettrodomestid of Italy. Europe’s fourth big- 
gest maker of domestic appliances, has set 
tough targets for improving profits and share- 
holder value. New chief executive Francesco 
Cak> wants to increase operating profit from 35 
per cent of sales last year to 5 per cent. Page 19 

Fe rtilise r price down: Id Fertilizers of the 
UK has slashed prices farNitram, its br and of 
benchmark ammonium nitrate fertiliser, blam- 
ing cheap Russian imports. The price to fanners 
will drop from about £125 ($203) per tonne to 
£110 or less. Page 19 

Only three more for Mato: An abrupt 
decision by Washington to support only Poland, 
Hungary and the Czech Republic for the first 
wave of Nato expansion has shocked its Euro- 
pean allies. Page 2 

European mo n etary s ystem: The Finnish 
markka continued its move upwards within the 
EMS grid last week, to become second strongest 
currency behind the Irish punt. The markka 
now stands over 2 per cent above its central 
EMS rate. Currencies, Page 26 


% Lionel Barber and 
Robert Paston in Amsterd a m 

Germany last night warned it 
would not support any new 
spending on Europe-wide job 
creation programmes, stepping 
up the pressure on France to 
accept a deal at today’s 
European Union summit In 

Amsterd am. 

Arriving in the Dutch capi- 
tal yesterday, Mr Theo Waigel, 
Germany’s finance minis ter, 
said: "We don’t want new 
authorities. There is no money 
for that. We already pay 
enough." 

The two-day meeting was 
originally planned to end in 
agreement on a new treaty to 
prepare the EU for the entry of 
the reformed democracies of 
eastern Europe. But it has 
turned into a test of credibility 
for the planned single cur- 
rency, the euro. 

EU finance ministers last 

Cook cal on HJ goals —Page 3 
Close to boiSng point Page 17 

night were ggrinng to reconcile 
French demands for extra 
spending on public works and 
other job creation schemes 
with the need to maintain con- 
fidence in UTianriai markets 
about fiscal discipline in the 
future euro zone. 

The commitment to budget- 
ary rigour was enshrined in 
the German-inspired stability 
pact which EU leaders, includ- 
ing President Chirac of France, 
agreed in principle after nego- 
tiations six months ago in 
Dublin. 

But last week the new left- 
wing coalition in Paris 
shocked its EU partners by 
demandin g more time to study 
tha pact, shaking Beam's confi- 
dence in France’s commitzneint 
to budgetary rigour and a sta- 
ble euro. 

“The stability pact cannot be 
undermined or affected in any 
way," Mr Waigel warned yes- 


terday. “Not a single comma 
or decimal point can be 
changed.” 

Mr Robin Cook. Britain’s for- 
eign secretary, made it clear 
that he too would oppose any 
proposals to soften the criteria. 

“The worry about a euro 
that got off the ground without 
being credible would be that a 
centra] bank might feel an 
obligation to restore credibility 
by being even tougher on mon- 
etary policy and interest 
rates,” he said in an interview 
with the FT. “That in turn 
would result in even higher 
levels of deflation, loss of 
demand, pressure on jobs." 

The UK would strongly 
oppose any proposals for a sig- 
nificant increase in EU spend- 
ing to create jobs, believing 
the emphasis should be on a 
co-ordinated approach to 
increase market flexibility and 
"employability”. 

Mr Jean-Claude Juncker, 
Luxembourg's prime minister 
who helped to arrange the 
Dublin co mprom ise. 
confidence that agreement 
would be found today. His 
views echoed comments by Mr 
Dominique Strauss-Kahn, 
France’s industry and finance 
minister, and Mr Yves-Thi- 
bault de Slguy. EU monetary 
affair s commissioner. 

Mr de Silguy hinted that the 
financial markets would exact 
a heavy price without a deal. 
“The stakes are too high. It 
would be very risky if the solu- 
tion is not found thin evening 
or tomorrow.” 

The compromise which 
appeared to be emerging last 
night would leave the terms of 
the stability pact intact, while 
offering the French a 
warmed-over version of earlier 
EU commitments to spending 
on infrastructure: a beefed-up 
chapter on employment in the 
new treaty of Amsterdam; and 
a declaration that EU govern- 
ments should co-ordinate poli- 
cies geared to employment and 
growth. 



High stakes: racegoers at Hong Kong’s She Tin track where more than HK$600m in bets was laid out noun 

Hong Kong races towards the 
handover amid betting frenzy 


By John Ridding in Hong Kong 

Hong Kong's last race meeting 
before its return to Chinese 
sovereignty - and the biggest 
jackpot in its racing history - 
sent the t e r ri t or y into a bet- 
ting frenzy yesterday. 

A record crowd of 88,000 
pun t ers went to the races at 
Sha Tin, 20km north of down- 
town Hong Kong, and fans of 
thousands crowded into the 
Happy Valley racecourse in 
the city's heart to watch on a 
giant video screen. All had 
their eyes on the mum prize. 


the “triple trio” bet, which 
attracted a combined stake of 
HK$675m ($87m) - four times 
the previous record. 

The punter who picked the 
first three horses, in any 
order, in three selected races 
could have walked off with 
just under HK$500m after 
taxes, the Jockey Club com- 
mission and a dwmfc for con- 
solation prizes. 

Deng Xiaoping, China’s 
recently-deceased paramount 
leader and architect erf Hong 
Kong’s return, famously prom- 
ised that horse-racing and 


dancing would continue after 
the handover and few at yes- 
terday's meeting felt they 
were placing their last bets. 

But never before had so 
much money been at stake. 
And several pantos felt the 
looming handover would 
bring them luck. 

“It feels special today,” said 
Mr Hen, clutching a pack of 
triple trio cards. He was 
guarded about his selection. 

Bat he Bleed the sound of 
Lucky Lord in the fourth. His 
friend was frantically filling 
in boxes on the betting form. 


in a bid to cover as many as 
possible of the 48 million per- 
mutations. 

It was all a far cry from the 
day in December 1846, when 
the first recorded race took 
place at Happy Valley on a 
track reclaimed from mosqni- 
to-infested swamps. David Jar- 
dine, in Canton, wrote to Us 
brother in Scotland with the 
news: “There are great 
preparations for a race 

Continued on Page 18 
Anger at crackdown. Page 5 
Hong Kong Survey. Section 3 


Airbus chief hits at McDonnell Douglas 

US group accused of throwing away chance of winning contract 


By Michael Skapinker hi Paris 

Mr Jean Pierson, managing 
director of Airbus Industrie, 
yesterday accused McDonnell 
Douglas of throwing away the 
chance of winning an impor- 
tant US fighter jet project in 
order to facilitate Its planned 
merger with Boeing. 

In a statement distributed at 
the Paris air show, Mr Pierson 
said McDonnell Douglas delib- 
erately failed to meet govern- 
ment specifications when bid- 
ding for the Joint Strike 
Fighter project The US gov- 
ernment late last year named 
Boeing and Lockheed Martin 


as final bidders for the fighter 
project Shortly after that deci- 
sion, Boeing and McDonnell 
Douglas announced that they 
were to merge, creating the 
world's biggest aerospace and 
defence company. 

McDonnell Douglas was 
quick to respond. “Mr Pierson 
is a respected person in the 
aerospace industry so we 
assume he means what be 


says. But he is clearly wrong." 
It said. Mr Ran Woodard, bead 
of Boeing’s commercial air- 
craft group, said: “It is just 
total garbage. McDonnell 
Douglas is a fine and very ethi- 
cal company." 

Mr Pierson said the proposed 
Boeing-McDonnell Douglas 
merger was an attempt to 
“financially throttle” Airbus. 
Mr Pierson alleged that in the 


run-up to the merger 
announcement in December, 
McDonnell Douglas took steps 
to ensure that the deal would 
look more acceptable to US 
regulators. 

As well as “scuttling" its 
JSF bid, McDonnell Douglas 

Continued on Page 18 
Airbus nears compromise 
on factories^age 4 


NatWest may scale back 
investment banking plans 
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The chart shows the member currencies of the 
exchange rate mechanism measured uyainst the 
weakest currency in the system. Most of the 
currencies are permitted to fluctuate within 15 per 
cent of agreed central rates against the other 
members of the mechanism The exceptions are 
the D-Mark and the guilder wtdchmooe in a £25 
per cent band. 


FTxom: the FT web site provides online news, 
comment and analysis at http://wwwJT.ctan 


By John Gapper in London 

National Westminster Bank is 
carrying out a fundamental 
review of its NatWest Markets 
investment banking subsidiary 
teat could lead to a scaling- 
back of its ambitions, and the 
departure of Mr Martin Owen, 
the subsidiary's chief execu- 
tive. 

The move follows the loss of 
£77m ($125 -5m) sustained on 
mis-pricing of options within 
NatWest Markets, and growing 
pressure from institutional 

shareholders to -match returns 
achieved by other UK commer- 
cial hflnka. 

A scaling-back of the ambi- 
tion for NatWest Markets to 
become one of the world's 
leading investment banks 
would mark one of the first 
overt retreats from such a 
strategy among a number of 
E u ropean hmilra with stmflar 
ambitions. 

Mr Owen, who has overseen 
NatWest Markets’ expansion, 
is seen internally as a possible 
victim of a change of heart. 
However, his strategy has been 
backed by both Mr Derek Wan- 
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less, Nat West’s chief executive, 
and Lard Alexander, its chair- 

man. 

Although NatWest is not 
thought likely to sell any of its 
recently acquired businesses, 
it is considering ways of reallo- 
cating capital to retail banking 
operations. It recently made a 
merger approach to Abbey 
National, another UK bank. 

If Mr Owen leaves, the bank 
may look outside far a replace- 
ment to run NatWest Markets 
rm a more modest scale. Inter- 
nal candidates may include Mr 
Peter Hall, who was recently 
appointed its president and 
chief operating officer. 

A number of senior directors 
of NatWest Markets have been 
taking part in a strategy 
review and are expected to 
present recommendations to 
the NatWest board. 

Among the directors most 
influential In running NatWest 
Markets are three American 
Investment bankers: Mr Chip 
Kruger and Mr Gary Holloway, 
joint heads of its fixed Income 
division, and Mr Tom Whelan, 
head of equities. 

NatWest is expected to 
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announce next week the 
results of an inquiry by Coo- 
pers St Lybrand, the accoun- 
tancy firm, into the mis- 
pricing of options. Five manag- 
ers within NatWest Markets 
were suspended after tee dis- 
covery of mis-priclug. 

NatWest has faced growing 
criticism that it wasted money 
by buying Gartxnore. the UK 
fund management company. 
Greenwich Capital, a US-based 
bond trading firm, and two 
c or por a te finance boutiques, to 
expand its investment banking 
subsidiary. 

Although NatWest remains 
the largest UK bank measured 
by assets, its market value has 
been outstripped by banks 
such as Lloyds TSB which 
have concentrated on UK 
retail banking. This has pro- 
duced more consistent returns 
than investment hanking. 

There are also question 
marks over the future of BZW, 
the investment hanking arm of 
Barclays- Mr Martin Taylor, 
Barclays' chief executive, has 
been under press ure from 
investors following BZW*s dis- 
appointing results last year. 


ft* rani 
otoimm 
frfcVUt 


fa* new 

EMRBUt 


Merotlorairtae. 

UK Nan 

(MM id to Week. 

UfeWeek 

VMher — 

lac ■ 

We* Ahead 


Leader Peg*. 


An one. 
OflBKrt . 


Carp a rk s & Franca - ZR21 

Matats 714s V* _ 22£4£S 

H Equities 22 

Emngtafl Mb tea 25 

iMWABontt 25 


FtfiSPAWindcn 

Meraged Finds 

Cunncm&Mmy- 
ShB8 HemMfcn ., 

Wal Street 

Souses 

gu na jw - g «p C8 »d 
HagKcng 











financial TIMES 


MONDAY JUNE 16 1997 


NEWS: EUROPE 


US argues its decision to back only three new entrants serves enlargement best 

Washington makes waves in Nato 


By Bruce Clark in 
Washington and 
Anatol Lteven m Bucharest 

An abrupt decision by 
Washington to support only 
three candidates - Poland. 
Hungary and the Czech 
Republic - for the first wave 
of Nato expansion has come 
as a rude shock to European 
allies, both present and 
fixture. But US officials are 
adamant that their tactic 
serves the cause of enlarge- 
ment best 

Romania and Slovenia, the 
two disappointed candidates, 
have complained loudly after 
their hopes of early admis- 
sion were dashed. “It was 
like a punch in the jaw,** 
said one journalist in 
Romania, where the media 
had carried optimistic 
reports and a private televi- 
sion station had held a lot- 
tery to support lobbying for 
Romanian entry. 

President Jacques Chirac 
and Chancellor Helmut Kohl 


both stressed their support 
for the two frustrated candi- 
dates when they met on Fri- 
day. though there can be 
little prospect of Washing- 
ton, as Nato's most powerful 
member and paymaster, 
being overruled. 

But US officials are stress- 
ing that a small first wave 
renders more credible their 
promise that other waves 
will follow. While Slovenia 
was a borderline case, its 
exclusion made It politically 
easier to say “not yet" to 
Romania. To have left Buch- 
arest as the only candidate 
that reached the shortlist 
and then failed would have 
been an even harsher blow. 

Mr Stephen Larrabee. an 
influential US security ana- 
lyst. noted that support for 
Nato membership was grad- 
ually increasing in neutral 
Austria. A plausible second 
wave would consist of Slo- 
venia, Austria, Romania and 
possibly others, he said. 

Mrs Madeleine Albright, 


the US secretary of state, left 
a recent Nato meeting in 
Portugal with a 'feeling that 
her European allies had no 
coherent view on who 
should be asked to join at 
next month's Nato summit 
in Madrid. Since no existing 
ally disagreed with the prin- 


tary arm. Bnt the US admin- 
istration. which must man- 
oeuvre carefully to get Nato 
enlargement ratified next 
year, believes that cost could 
be the biggest factor in the 
minds of legislators less 
committed to Nato than Sen- 
ator Roth. “Three is easier to 


Fewer is cheaper, says the US, 
but others point out further 
expansion will have a price 


ciple of “at least three" in 
the first wave, the US reck- 
oned it could declare its 
band in favour of that posi- 
tion without fear of unmana- 
geable objections. 

Disappointment about Slo- 
venia's rejection has been 
expressed in Washington by 
politicians such as Senator 
William Roth, who chairs 
the North Atlantic Assem- 
bly. the alliance's parliamen- 
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do than five because smaller 
is cheaper,’’ said one admin- 
istration official. 

A Pentagon report to Con- 
gress in February, clearly 
designed to assure law-mak- 
ers that the costs would be 
manageable, suggested that 
enlargement need only cost 
f35bn by the year 2009, with 
the US paying only $2tm. But 
other estimates of the total 
cost have ranged from the 


Nato secretariat's $5bn to 
the US Congressional Budget 
Office’s $125bn. The sheer 
uncertainty has set the stage 
for some bitter transatlantic 
tussles over who should bear 
the main burden. 

Rejection, however, is. still 
a bitter pill for Romania’s 
President Emil Constant!* 
nesdL He and Mr Victor 
Ciorbea, the prime minister, 
have invested enormous 
energy in the quest for first- 
round membership, with 
dozens of diplomatic mis- 
sions. 

A desire to Impress the 
west, including Nato, has 
been one of the main factors 
behind Romania's rap- 
prochement with Hungary 
and this month's treaty with 
Ukraine. Advocates of 
Romania's early membership 
have ranged from ex-King 
Michael to Patriarch Bart- 
holomew of Constantinople, 
the senior spiritual figure tn 
the Orthodox Church. 

US and other western offi- 


cials, including Mr Javier 
Solans, the Nato secretary- 
general, have been at pains 
to reassure Bucharest that 
its economic and military 
reforms are appreciated - 
and will earn a place In Nato 
soon. 

But Washington's two 
lines of argument - that a 
small first wave is both 
cheaper and more likely to 
lead to an early second wave 
- stand in uneasy contradic- 
tion. AU the cost estimates 
made so far have assumed 
that only three, or at most 
four, will be admitted. 
Nobody has yet demon- 
strated how a larger expan- 
sion will be financially and 
politically manageable in a 
few years’ time. 

Hence the suspicion of 
some ordinary Romanians 
such as Ms Maria Radu, a 
political activist in Buchar- 
est: “There will be no second 
round. We have simply been 
sold again to the Russians 
like at Yalta." 


Politics puts schools 
in Turkish front line 



Schoolchildren cany a picture of modem Turkey’s founder Kernel Atatfirk during a 
celebration to mark Republic Day. m*** wtvnm 


T urkey’s classrooms 
have become the front 
line in the ideological 
battlefield between secular- 
ists and Islamists. Each side 
Is fighting for control of the 
education system because it 
is shaping the minds of 
future generations and thus 
the country's political direc- 
tion. 

The struggle halted planq 
to extend compulsory educa- 
tion to eight years from five 
because Mr Necmettin 
Erbakan's Welfare party and 
Tslamist sympathisers in 
other parties feared It would 
cut enrolment in religious 
secondary schools as many 
children do not continue 
their education beyond pri- 
mary level. 

But, in February, the mili- 
tary-dominated National 
Security Council said eight 
years’ secularist education 
would be introduced immedi- 
ately, not in 2000 as previ- 
ously planned. The council 
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The Turkish coalition 
partners have announced 
that the prime minister, Mr 
Necmettin Erbakan, will 
hand over his post 
tomorrow to Mrs Tansu 
Ciller, leader of the secular 
True Path party, writes 
Kelly Couturier in Istanbul. 
Under the deal, which needs 
approval by parliament and 
the president she would 
lead a caretaker government 
to early elections this 
autumn. The move follows a 
warning from the Turkish 
military that ft will use 
force if necessary to protect 
the secular republic. 

says that most religious 
schools should close, leaving 
only enough to train stu- 
dents planning a career as 
clerics. 

At present, these state- 
funded Imam Ha tip religious 
secondary schools take chil- 
dren aged II after they com- 
plete their basic five-year 
education- Although their 
books, syllabus and teachers 
are controlled by the state, 
secularists say the Imam 
Hafip schools have become a 
hotbed of fundamentalist 
agitation. 

But at one such girls' 
school in Sincan. a working 
class suburb of Ankara and 
suspected fundamentalist 
stronghold, the pupils seem 
very much like schoolchild- 
ren everywhere, except that 
they all wear white Moslem 
headscarves. The syllabus is 
similar to conventional 
schools, including English 
and German lessons, but 
includes additional Koran 
courses and Arabic. 

Children at conventional 
state schools also receive 
obligatory religious instruc- 
tion as wen as unrelenting 
indoctrination in the teach- 
ings of Kexnal Atatfirk, 
founder of the modem Turk- 
ish state. A maths test, for 
instance, will ask children 
how much material Ata- 
tttrk’s mother would need to 
make a curtain. Children 
write compositions about 
Alatfirfc's life. Every school 
must have a bust of Atatfirk. 

Although there are only 


600 Imam Ha tip schools, 
with about 500,000 pupils, 
the army claims that if 
Islamic education continues 
growing it will brainwash 
enough people for Welfare to 
take a third of the national 
vote in 2000 and 67 per cent 
in 2005, allowing the estab- 
lishment of an Islamic 
republic. Many secularists 
say Welfare has already infil- 
trated the education minis- 
try to reorient conventional 
schools as welL 

Welfare is agonising over 
the army's demands for edu- 
cation reform. Education 
affects the party’s grassroots 
more than high politics or 
foreign affair s. Many of its 
MPs are graduates of Imam 
Ha tip schools, and nearly all 
send their children to them- 

The party has begun 
mobilising the faithful In 
mid-May, hundreds of thou- 
sands attended a rally in Ist- 
anbul against eight-year edu- 
cation, chanting “Imam 
Hatips cannot be closed 
down", and “Turkey will 
r emain Moslem". 

Politicisation hurts the 
education system and slows 
the country’s development, 
Turkey lags fax behind Euro- 
pean countries, where chil- 
dren normally spend 10 to 12 
years at school. According to 
a 1990 survey. 18 per cent of 
the labour force was Illiter- 
ate or literate without for- 
mal education. A third of 
women were illiterate. 

Poor education limits 
social mobility because the 
wealthy can send their chil- 
dren to private schools, 
many of which teach in 
Engl is h , not Turkish. Class- 
rooms in state schools are 
overcrowded, hours are 
short and schools are falling 
into disrepair. Parents must 
make donations to buy basic 
supplies such as chalk for 
blackboards. 

Yet Turkey spends more 
on defence than on educa- 
tion. This year’s budget allo- 
cates $6-26bn. nearly u per 
cent of government spend- 
ing; to defence and security 
but only $4.76bn to educa- 
tion. 

John Barham 


bjropean^new^ige^ 

Croatia goes 
to the polls 

SfoSman, after a campaign denounced by his two 
^position candidates as undemocratic. MrTjrfjman. a 
Srar-old former Communist general who led Croats to 
Spence from Yugoslavia in !*!.£** \ m*y «hw 
he cast bis vote despite persistent reports that he is befog 
treated for stomach cancer following a stay in a US 

ifrZtovko Tonwc of the Social 
Democrats and Mr Vlado Gotovac of the Social Liberal 
Mr Tudlman during a lacktosU* 
campaign for his stranglehold over state media and for 
usingstate funds for his rallies. Mr Gotovac was 
Srtalised this month after being hit on the head by an 
amyroldier who shouted his support for the fascist 
Ustashe regime in Croatia during the second world war, 
Mr Tudiman was widely expected to secure more than 
50 per cent of the vote yesterday. The turnout was slow 
butofficials forecast about 60 per cent of the electorate 
would cast their ballots. Gu U Dmmore. Zagreb 

Three-nation drug swoop 

A coordinated drug swoop by police in France, Belgium 
and the Netherlands has led to the arrest of 277 people 
and a haul or soft and hard drugs. In all 2.800 officers 
from the three countries were involved in the overnight 
operation, which found 8.8kg of cannabis. 3£kg of heroin 
and 150 ecstasy tablets. Those arrested included 72 in 
France, 174 in Belgium and 31 in the Netherlands. A 
similar operation was carried out on March 15. 

France in particular has been pressing the Dutch 
authorities to take firmer action against drugs traffickers 
who it suspects of using the Netherlands as a base to 
bring supplies into France. “This operation has been a 
success. It proves we can work closely together with the 
Belgians and the Dutch to destabilise the drugs market," 
said a French police spokesman- AFP. LUIe 

Music industry assails Russia 

Russia must give a firm commitment to clamp down an 
pirate recording before it can join the World Trade 
Organisation, the music industry has told Sir Leon 
Brittan. the European Union commissioner for external 
trade. “It is very important that the EU does not facilitate 
Russia ’a accession to WTO without having obtained a 
firm commitment from the Russian authorities that these 
and other problems will be effectively dealt with," the 
International Federation of the Phonographic Industry 
record industry lobby said in a letter to Sir Leon. 

It wants him to raise what it calls "rampant piracy of 
European music in Russia" during his current three-day 
visit to Moscow to discuss Moscow's ambitions to join the 
WTO. The IFPI, which groups big companies in the 
industry such as PolyGram, BMC and EMI, claims Russia 
is the largest pirate market in the world. The industry 
estimates its losses at $300m and says turnover could 
double if piracy were controlled. Reuter, Brussels 

Spartak director shot dead 

The director general of top Russian soccer club Spartak, 

Ms Larisa Nechayeva, was shot dead outside Moscow 
yesterday. A police officer, speaking by telephone from 
Taratovo, about 120km east of Moscow, said she had been 
killed, along with another woman, at noon when their car 
came under gunfire. Ms Nechayeva, one the few women 
involved in soccer management, was in charge of the 
dub’s fi nances and sponsorship. Reuter. Moscow 
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NEWS: AMSTERDAM SUMMIT 


Cook urges EU to set its sights on new goals 



Amsterdam 

Summit 


Mr Robin 
Cook was In 
Impatient 
mood. As the 
UK foreign 
secretary pre- 
pared to set 
off for the 
Amsterdam 
summit, he 
set out clear terms for a Hogi 
on a new European Union 
treaty. But just as clearly, he 
signalled Britain's desire to 
move on, to swap the institu- 
tional wrangling of the past 
two years for an agenda 
Hocused on more compelling 
goals such as employment 
and enlargement 

Sitting in the discreet VIP 
terminal at London’s Heath- 
row Airport, Mr Cook voiced 
confidence this was the end 
game of the ElTs intergov- 
ernmental conference. 

There would be hard bar- 
gaining. And on a clutch of 
issues, notably border and 
immigration controls and 
defence, he would not cede 
ground. But there was 
“every prospect of getting a 
deal which will be good for 
Europe and good for 
Britain”. 

Though new in the job, Mr 
Cook is at ease with the con- 
stitutional minutiae preoccu- 
pying the ELTs leaders. Yet 
his body language betrays a 
obvious frustration with this 
“politicians' agenda”. 

“It is time we all started 


‘It is time we started looking beyond Amsterdam,’ Britain’s foreign secretary 
tells Philip Stephens and Andrew Gowers. ‘There’s a hunger for a new agenda’ 


looking beyond Amster- 
dam,” he insisted, “hi retro- 
spect Maastricht was the 
high watermark of the Inte- 
gra tionist drive.” After sign- 
ing that treaty, he added, the 
politicians had looked over 
their shoulders to discover 
the people were not follow- 
ing: “It is quite obvious 
am o ng the leaders of Europe 
there is now a hunger for 
another agenda.” 

That agenda, he was cer- 
tain, must concentrate on 
economic growth and jobs. 
The elections in Britain and 
France had provided the 
moment to pursue those con- 
cerns since the debate was 
now “in the left-of-centre 
half of the field”. 

It was also time, he s awi. 
that the 15 members cf the 
EU matched promises with 
action on enlargement Mr 
Cook would be “very 
unhappy” if a deal was not 
struck this week to restruc- 
ture the EXTs voting proce- 
dures to allow for the acces- 
sion of the new democracies 
in central and eastern 
Europe. “We really do have 
to start to show that our 
rhetoric on this is matched 
by our willingness to face up 
to painful and difficult deci- 
sions.” 


On another contentious 
issue, Mr Cook was clear 
enough about his terms: “We 
must have a legally water- 
tight provision for Britain's 
external border controls and 
control of our immigration,” 

Britain’s strong preference 
was that co-operation in 
these areas stayed on an 
Intergovernmental basis. But 
ultimately it was ends not 
means that counted. If oth- 
ers insisted on a direct role 
for community institutions, 
Mr Cook would not approach 
the issue on the basis of 
“religious fundamentalism”. 
What was required was an 
outcome which “makes it 
perfectly clear that Britain’s 
external border controls are 
not vulnerable to legal chal- 
lenge in the European Court 
of Justice". 

In the foreign secretary's 
mind, an important chal- 
lenge at the summit was to 
“to prevent the drive to turn 
the EU into a defence organi- 
sation”, through a merger 
with the Western European 
Union. Others wanted a com- 
mitment to combine the two 
organisations. 

Mr Cook's position is that 
while the WEU can be 
charged with peacekeeping 
and humanitarian tasks. 


“our very strong view is that 
the collective defence of 
western Europe - and proba- 
bly of western and central 
Europe - Is in the hands of 
Nato and nothing should be 
done to undermine that.” 
There roust be no presump- 
tion that the EU and WEU 
would merge. 

The foreign secretary, 
though, offered more concil- 
iatory language on the 
thorny issue of “flexibility”. 
Only a few months back the 
idea of inserting a clause in 
the treaty to allow some 
countries to move faster 
along the integratianist path 
was seen by Mr Cook and his 
colleagues as a serious 
threat, an invitation to a 
two-tier Europe in which 
Britain would Inevitably fell 
behind. 

Since then, the proposed 
new clause in the treaty had 
been subject to heavy quali- 
fication. so much so that it 
was difficult to see how it 
would “give rise to any prac- 
tical outcomes”. Britain 
would still argue for the 
principle of a blocking veto 
before any particular ven- 
ture went ahead. But Mr 
Cook made this sound more 
an objective than a bottom 
line. 


This preference for practi- 
cal politics over theology 
manifested itself also In Mr 
Cook's response to the cur- 
rent struggle between Ger- 
many and France over the 
terms for economic and mom 
etary union. Somehow he 
managed to sympathise with 
Paris while siding with 
Bonn. 

Thus be was happy to 
endorse Mr Lionel Jospin’s 
preoccupation with jobs: 
“We have no problem with 
making growth and employ- 
ment objectives for the eco- 
nomic management of 
Europe”. On the contrary: 
“There is no substantial 
body of opinion now which 
Is saying unemployment can 
look after itself, it’s a price 
worth paying, we must just 
plough on with the objec- 
tives of financial and cur- 
rency integration. The 
debate is now over how do 
you actually tackle what we 
all now agree is the priority: 
unemployment and social 
exclusion.” 

Music, one might think, to 
Mr Jospin’s ears. The foreign 
secretary, though, did not 
stop there. Fudging the crite- 
ria for the single currency 
was not the answer; it might 
even be counter-productive. 


“We‘ve got to be adult, 
mature and responsible 
about this: growth and 
employment are very impor- 
tant objectives, but they 
can't be pursued at the 
expense of price stability.” 

With a euro that did not 
lock credible, the new cen- 
tral bank “might feel an obli- 
gation to restore credibility 
by being even tougher on 
monetary policy and interest 
rates”. Thus, “there is no 
short cut to greater employ- 
ment through a sift euro”. 

Nor could France expect 
Britain's support for new EU 
spending on employment 
programmes. New Labour’s 
prescription focused on 
“employability" - on skills, 
training, education - and on 
labour markets which were 
adaptable to economic 
change. 

Of course, for the time 
being Britain can afford to 
stand back from the Emu 
debate. Mr Cook repeated 
that it was highly unlikely 
to be in the euro's first 
wave. Perhaps that is for the 
greater good. When France 
and Germany take the final 
decision on the single cur- 
rency. Britain will hold the 
EU presidency. They may 
need an impartial referee. 



Robin Cook: call for Europe to concentrate on economic 
growth and jobs 


French ploy to fund jobs plan Dutch capital keeps its cool 


By David Buchan in Paris 

In its push to persuade today's 
European Union summit in Amsterdam 
to give employment as high a priority 
as monetary stability, the new French 
government is pressing for the use of 
money from the European Coal and 
Steel Community (ECSC) to fund job- 
creating infrastructure projects. 

The French propose drawing on the 
substantial reserves of the ECSC to 
fund the Trans-European Network 
(TEN) transport projects which have 
sat on the drawing board ever since 
they were first proposed zn 1994. The 
ECSC has built up big reserves because 
it still imposes a levy on coal and steel 
but no longer pays out significant aid 
to these industries, which have been 
substantially restructured. 

This was one of the proposals in 
Thursday’s memorandum which took 
Chancellor Helmut Kohl aback, as he 


made clear at the Franco-German sum- 
mit an Friday In Poitiers, where he 
came out against “any spending com- 
mitments or the transfer of new compe- 
tences to Brussels”. 

However, French government offi- 
cials claim thin is a more promising 
way of f unding the TEN projects than a 
big EU loan to which a majority of 
European, finance ministers have 
already shown themselves resolutely 
opposed. 

The French government's other pro- 
posals are for a summit resolution that 
would enshrine employment as a key 
element in macroeconomic policy co- 
ordination by governments sharing the 
future single currency, for reinforcing 
the proposed new jobs chapter in the 
European treaty, and for the EU to 
hold a special jobs summit later this 
year as suggested by the Commission. 

Mr Lionel Jospin’s government yes- 
terday Indicated determination to push 


these proposals as hard at Amsterdam 
as it has in the past few days, but also 
awareness that it might not get every- 
thing at once. 

“The negotiating area .which we have 
opened up last week could lead to a 
compromise that will produce a politi- 
cal success [at Amsterdam] on which 
we can build later,” Mr Vails said yes- 
terday. 

Mr Jospin told senior members of his 
Socialist party on Saturday that he 
would not be satisfied if Amsterdam 
produced only a “social addendum" to 
the EU treaty and the Germao-mspired 
stability pact on monetary discipline. 

But government officials indicate 
concrete results may come only later. 
In particular, they want to use an 
Amsterdam resolution on macroeco- 
nomic management of the fixture mone- 
tary union to get the EU to agree later 
this year to a legal text of equal weight 
to the stability pact. 


By Gordon Cramb in Amsterdam 

A white balloon bobbed at the padded 
light shoulder of the riot policeman, 
tied to the tip of his rifle barrel, as 
colleagues jovially bundled away an 
anar chis t suspected of smashing a 
shop window. This was crowd control, 
Amstezdaxo-style. 

As heads of government arrived last 
night for two days of deliberations on 
the future course of the European 
Union, police in the Butch capital were 
charged with keeping in hand those 
who wished in various ways to regis- 
ter their own views on the subject 

Some 12,000 motorcyclists from 
across the EU encircled the city in 
protest against curbs on engine noise. 
The European Marches against Unem- 
ployment, Poverty and Social Exclu- 
sion reached the end of their two- 
month road with a rally outside the 
royal palace which the organisers 


claimed had drawn 35,000. In a rever- 
sal of the usual headcount disparity 
far such demonstrations, police benev- 
olently put the turnout at 50,000. 

Their own ranks, drawing reinforce- 
ments ftom elsewhere in the country 
to double their nsual 2JS00 strength, 
were themselves not protest-free. 
About 100 constables staged a protest 
last week about the compulsory over- 
time which the summit entailed. 

Their weekend duties involved 
removing bicycles chained to railings 
in the vicinity of the central bank, 
voxue of the summit, and near the half 
dozen hotels being patronised by the 
visiting delegations- Those two-wheel- 
ers, suddenly deemed security hazards, 
were there out of local residents’ habit 
rather than as any political state ment . 

Alone among capitals of the ED’S 
original Six, Amsterdam has not previ- 
ously hosted a summit. The Dutch gov- 
ernment, having put the small 


southern city of Maastricht on the 
European map during its last presi- 
dency. has been anxious to crown its 
current term by showing that its 
unruly metropolis can be equally ame- 
nable to such events. It was adamant 
that the summit should take place not 
at a sanitised conference centre on the 
outskirts but in an inner city known 
best for its tolerance of prostitution 
and cannabis, and Its unwillingness to 
be told what to do. 

And so bemused police yesterday 
found themselves as spectators at exu- 
berant outdoor events such as Ero-top 
and Ectopia, celebrating sexual free- 
dom. At the Condomerie, a specialist 
boutique in the red light district, a 
window display festooned with the 
summit logo featured a brand of pro- 
phylactic known as the Euroglider, a 
street party demanding controlled 
legalisation of drugs produced pun- 
gent aromas nearby. 
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NEWS: INTERNATIONAL 


Group of eight to aim for co-operation in trade, finance and technology Engine 

Moslem nations join forces c ? ntrac 

O Trmf Atnr 


Airbus nears 


By Kefly Couturier 
In Istanbul 


As the political crisis 
deepened in Turkey, leaders 
from eight Moslem nations 
came together in Istanbul 
yesterday to inaugurate the 
Developing Eight group 
aimed at fostering economic 
cooperation. 

A declaration signed by 
the presidents of Turkey, 
Iran and Indonesia, prime 
mini sters of Bangladesh, 
Egypt, Malaysia and Pakis- 
tan and Nigeria's industry 
min ister, set out the D-8 
goals of co-operation in trade 
finance, communication, 
technology and overcoming 
poverty. 

The brainchild of Mr Nec- 
mettin Erbakan, Turkey's 
prime minister, the D-8 is an 
effort to raise the voice of 
the Moslem developing 
world In global trade and 
economic platforms which 
they believe are dominated 
by western economic groups. 

The D-8 declaration pro- 
claims "deep disappoint- 
ment” with the "old policies 
of double standards, discrim- 
ination and oppression” that 
continue in the post-cold war 
era, and states the group's 
work will he carried out 
according to the principles of 
peace, dialogue, co-opera- 
tion, justice, equality and 
democracy. 

Six initial D-8 projects 
were identified, including 
the establishment of an 
industrial and technological 
data bank and joint venture 
schemes in the Islamic 
insurance, agriculture and 
aircraft industries. 

With little more in com- 
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D-8 leaders in Turkey yesterday (from left to right): Nigeria’s industry minister Lt-Gen Mohammed Waiadn; Bangladesh 
PM Sheikh Hassina; Necmettin Erkaban; President Hashend Rafsanjani of Iran; President Suleyman Demirel of Turkey; 
President Suharto of Indonesia; Egypt PM K ama ! Ganzouri; Pakistan PM Nawaz Sharif, and PM Mahathir of Malaysia **** 


man than their Moslem pop- 
ulations and developing eco- 
nomic status, D-8 leaders 
speeches in the opening in 
the inauguration ceremony 
reflected disparate and some- 
times conflicting ideologies. 

I rani nan President Akbar 
Hashemi Rafsanjani used the 
forum to criticise the recent 
adoption of a resolution of 
the US Congress concerning 
the transfer of the US 
embassy in Israel from Tel 
Aviv to Jerusalem. “The 
decision to transfer the 
embassy from Tel Aviv to Al 
Qudf [Jerusalem] requires 


appropriate reaction from 
the Islamic world and from 
this forum of countries 
encompassing the majority 
of Moslem population world- 
wide." 

Mr Erbakan's efforts to 
steer traditional western 
l eaning Turkey towards the 
Moslem world since coming 
to power a year ago have 
infuriated the country’s pow- 
erful military which warned 
last week that it would use 
force if necessary to protect 
Turkey’s secular traditions. 

Doubts about the political 
future of Mr Erbakan's 


Islamic-Ied coalition govern- 
ment clouded the inaugura- 
tion. 

• Turkey has pulled out up 
to 100 tanks from northern 
Iraq since Friday in a partial 
withdrawal. 

Turkish military officials 
acknowledged on Saturday 
that some armoured vehicles 
had been pulled out from 
northern Iraq, but insisted a 
total withdrawal was not 
under way. 

The Hurziyet newspaper, 
quoting unnamed military 
officials, said the tanka had 
completed their duty and 


were no longer needed In 
Turkey's month-long offen- 
sive against Kurdish rebels 
in northern Iraq. 

Turkey sent more than 
25,000 troops into northern 
Iraq on May 14 to wipe out 
the bases which autonomy- 
seeking Turkish Kurdish 
rebels use to launch attacks 
on Turkey. 

The military claims to 
have killed about 2J5QQ reb- 
els since the start of the 
offensive, but the rebels 
deny having lost so many 
fighters. The official death 
toll for troops is 99. 


Airbus Industrie, the 
Eur o pean manufacturing 
consortium, said yesterday 
that it had selected 
Rolls-Royce of the UK as the 
supplier of engines for its 
long-range and “stretched" 
versions of the A340 
aircraft, Michael Skaptoker 
reports. ' 

The announcement 
follows the breakdown of 
talks between Airbus and 
General Electric of the US 
over an agreement which 
would have made GE the 
exclusive supplier of 
engines for the air 
craft. 

Mr Jean Pierson, Airbus 
manag in g director, said 
yesterday that Rolls-Royce 
did not have exclusive 
rights to make engines for 
the aircraft, leaving the way 
open for Pratt & Whitney of 
the US to supply engines as 
well. 

The long-range version of 
the A340 will have 300 seats 
- the same number as the 
existing version - but will 
fly 1,000 miles further. The 
“stretched" version will 
have 380 seats and will 
compete with smaller 
models of the Boeing 
747. 

Mr Pierson said Airbus 
would announce the 
go-ahead far the project in 
the asbanm. if the new 
aircraft models win 
sufficient customers. They 
would enter service in 8)01 
and would cost $2.5tm to 
develop. 


By Mcftael Skapbilcer 
in Paris 


The four manufacturers 
which own Airbus Industrie 
were yesterday moving 
towards a compromise 
which could ensure the 
European' consortium meets 
Us target of becoming a lim- 
ited company by 1999. 

Some European executives 
had begun to fear that the 
plan to turn Airbus into a 
profit-making company 
might collapse because of 
disagreements between the 
Germans and British and the 
French. 

But in talks at the Paris 
air show, the four companies 
- Aerospatiale of France, 
Daimler-Benz Aerospace 
(Dasaj of Germany, British 
Aerospace, and Casa of 
Spain - have tentatively 
agreed to a French proposal 
that Airbus be allowed to 
manage all manufacturing 
facilities but that the part- 
ners continue to own them. 

Airbus is a Groupement 
d’lntfirfit Economfque, a 
French legal construct 
which does not publish 
accounts and which makes 
no profits or losses in its 
own right 

The partners believe a 
change in status is necessary 
to enable Airbus to compete 
with Boeing of the US, its 
larger rival, which plans to 
merge with McDonnell Doug- 
las. While Dasa and BAe 
have called for Airbus to 


Cuba sets up new central bank in drive for financial reforms 


By Pascal Fletcher in Havana 


Cuba's government, crowning a 
two-year expansion and moderni- 
sation programme in the national 
banking and finance sector, has 
established a new central bank, 
the Banco Central de Cuba. 

The new institution, created 
through a government decree 
announced by state media at the 
weekend, succeeds the existing 


Banco National de Cuba, which 
since I960 had combined the roles 
of central bank and state com- 
mercial hank on the communist- 
ruled Caribbean Island. 

These roles have now been sep- 
arated in a restructuring pro- 
gramme aimed at creating a 
more modern and diversified 
h anking sector. The newly cre- 
ated Banco Central de Cuba has 
its own separate legal identity. It 


will supervise and regulate the 
expanded hanking sector, which 
features seven new Cuban banka 
and a group of financial compa- 
nies and institutions mostly set 
up over the last two years. 

A separate decree establishes a 
register and regulations for all 
banks and financial institutions 
licensed to operate in Cuba. For- 
eign banks are only allowed to 
open representative offices an the 


Island, rather than foil branches. 
Thirteen foreign banks have so 
far obtained such licences. 

Mr Francisco SoberOn Vald£s, 
who as head of the Banco 
National de Cuba has been the 
driving force behind the Cuban 
banking reforms, was named 
president of the new central 
bank. The bank's functions will 
include issuing national currency 
and drawing up and applying 


monetary, credit and exchange 
rate policies. 

The Banco National de Cuba, 
founded In 1948 as the Cuban 
central bank, win continue to 
operate as a commercial bank. Its 
responsibilities win inniurig hold- 
ing and servicing Cuba's foreign 
debt, which Mr Soberfm said in 
London last week totalled around 
$10.4bn. But actual debt negotia- 
tions will be conducted by the 


new Banco Central de Cuba. 

Speaking at a conference of 
Latin American economists In 
Havana an Friday, Mr SoberOn 
said the Cuban bank restructur- 
ing had been deliberately grad- 
ual It was designed to respond to 
a wider demand for credit and 
services from new clients, such 
as foreign businesses, investment 
joint ventures, semi-autonomous 
hard -currency corporations, co- 


operative farms and self-em- 
ployed workers. 

Mr SoberOn stressed the Cuban 
economy would remain centrally 
planned, but based on consider- 
ations Of efficiency and finwnrtol 
results. 

“We are not heading to a mar- 
ket economy. We are frying to 
introduce market economy 
instruments to be more, effi- 
cient,” be said. 





Far-sighted encounter with the euro: 
our know-how lifts the veil. 


The euro is on its way. On January in a global context To unmask oppor- 


1, 1999, exchange rates of the EU mem- tunities, and generate tailor-made con- 


frere will be fixed. And the European cepts. ■ Here too, DG BANK operates 


Central Bank in Frankfurt takes on stew- by a principle that makes every cus- 


ardship of the new common currency. tomer a partner in a singular way. We 




Germany's prominence 


THE PRINCIPLE 

' * /v*. . 
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as a financial center is 


that 

V ** * if. * 

thus destined to further 

THE WIR PRINZIP 

clears the vision 

** *' 

/ 

increase. Mi From its 



.Y • 

Frankfurt headquarters, 



call it the Wlfl PRINZIP, 


to which DG BANK and 



its staff are whole- 


heartedly committed, it 


is rooted in the classic 


DG BANK is ideally positioned to help tradition of the cooperative system link- 


business gain a clearsighted view of the ing equal business partners. And it has 


complex Euromarket. And with a pres- a great future. Because it exemplifies 


ence in the world's major regions of eco- the central idea of partnership: mutual 


nomic activity, it offers local expertise cooperation leads to mutual 
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taitp charge of all civil air- 
craft manufacturing, Aeros- 
patiale has said factories 
should remain In the hands 
of the partners. 

However, Mr Manfred Bis- 
chaff, Dasa's chairman, said 
yesterday: “Whatever model 
we use, the most important 
thing is that Airbus manage- 
ment must have total con- 
trol of all development, pro- 
duction and customer 
support. The question of 
legal ownership [of the facto- 
ries] is secondary." 

BAe supports the emerg- 
ing compromise, but insists 
that it must be a first step 
towards transferring all the 
factories to Airbus. 

The election of the Social- 
ists has thrown the future of 
France's aerospace industry 
into confusion. The previous 
conservative administration 
had planned to privatise 
Aerospatiale, which was to 
merge with Dassault Avia- 
tion. The new government's 
plans are unknown. 

• Mr Serge Dassault, chief 
executive of Dassault Avia- 
tion, said he was “rather sat- 
isfied” the Belgian Judicial 
authorities bad lifted an 
International arrest warrant 
against h™, AFP from 
Paris. 

The Belgian legal authori- 
ties issued the warrant in 
May 1996 following allega- 
tions that Dassault Aviation 
paid bribes to win contracts 
to modernise Belgian air 
force jets. 
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NEWS: INTERNATIONAL 


Anger at crackdown on HK protests 


By John Rfdcflng 
in Hong Kong 

Hong Kong's post-colonial 
legislature has passed laws 
giving the authorities stron- 
ger powers over demonstra- 
tions and tighter regulations 
governing political parties, 
drawing condemnation from 
pro-democracy groups, 
Britain, and the outgoing 
administ ra tion 

The laws, passed on Satur- 
day, will take effect when 
Hong Kong returns to Chi- 
nese sovereignty on July 1. 

“These changes to the 
laws represent a step back- 
wards for freedom and win 
revive colonial restrictions 
on the exercise of basic 
rights, including association 
and demonstration," said Mr 
Martin Lee, leader of the 
Democratic party, the larg- 
est party in the Legislative 
Council. “This is a clear sign 
of things to come." 

A Hong Kong government 
spokesman described the 


lawaas a step backwards for 
civil liberties, criticising the 
Beijing-backed provisional 
legislature. "It’s a bleak 
thought that this is the 
rubber-stamp body replacing 
Hong Kong's legitimate dem- 
ocratically elected Legisla- 
tive Council,” he said. 

Mrs Rita Fan, president of 


the post-colonial legislature, 
dismissed criticism and said 
there would be no reduction 
In civil liberties. The govern- 
ment-in- waiting has argued 
that the new laws are to fin 
a legal vacuum as China’s 
National People's Congress 
scrapped existing laws, and 
that the amendments are in 


line with international cove- 
nants an human ri gh ts. But 
Mr Tung Chee-hwa, the terri- 
tory’s fixture leader, has also 
signalled the need to strike a 
balance between civil liber- 
ties and social order. 


lies and police are empow- 
ered to ban protests on 
grounds of national security. 
This amendment has been at 
the centre of criticism over 
the new laws, with oppo- 
nents arguing that the 
grounds are vague. “The 


the laws open to interpreta- 
tion and to political censor- 
ship,” said Mr Lee. 

The Hong Kong University 
Students* Union said mem- 
bers planned a demonstra- 
tion to challenge the new 
laws on July 1. The Demo- 
cratic party has also 
announced plans to sue the 
provisional legislature, 
which, it says, has no foun- 
dation in the Basic Law, the 
constitution for post- 
colonial Hong Kong. 

Laws which have been 
passed by the provisional 
legislature are due to be 
“verified" in the Reunifica- 
tion Act to be passed at the 
body's first meeting in the 
early hours of July i. Hie 
provisional legislature will 
be sworn in as part of the 
handover ceremonies, 
although Britain and the US 
have said they will boycott 
that part of proceedi n gs. 
Global Investor, Page 22; 
Hang Kang Survey, Separate 
Section 


Under the new laws, dem- 
onstrators require a notice of 
no objection for planned ral- 


introduction of the concept 
of national security leaves 


China ‘ready to support financial stability’ 


China has pledged strong support for 
the independence of Hong Kong's mon- 
etary system, but Is also ready to pro- 
vide standby support in an emergency. 
Tony Walker writes from Beijing. 

Mr Dai Xiangiong. central funir gov- 
ernor, yesterday committed China to a 
policy of “non-interference” as part of 
continuing attempts to bolster confi- 
dence in the territory ahead of the 
July 1 takeover. 

Mr Dai, in the official China Dally 
Business Weekly, said Beijing 
respected the Hong Kong Monetary 
Authority's ability to handle possible 
fluctuations in the territory's financial 
markets before and after the handover. 


“But,” he added, “the People’s Raw»k 
of China would offer assistance accord- 
ing to Hong Kong’s financial regula- 
tions and the Basie Law” (the “consti- 
tution” of the Special Administrative 
Region). 

The combined foreign exchange 
reserves of China and Hong Kong 
stand ■ at about S200bn. China's 
reserves of 31111m at the end of Febru- 
ary are second only to those of Japan. 

Officials of China’s central bank and 
representatives of the HKMA have 
been involved in dose consultations 
over arrangements for the handover. 

Mr Dai said that preserving Hong 
Kong's financial well-being was neces- 


sary to Hong Kong, the wwiTiiatiri and 
the A sia-Pacific region. He hailed the 
HKMA’s “tremendous efforts” to 
strengthen financial regulations and 
preserve exchange rate stability. 

“We are glad to see Hong Kong's 
financial situation is moving towards 
a smooth transfer,” Mr Dai added. “We 
are confident about financial stability 
after the handover." 

Mr Dai also predicted Hong Kang’s 
position as “an international financial 
hub” would be fortified after the hand- 
over. The mainland’s own “sustained, 
high-speed and sound development 
would create new opportunities for 
Hong Kong’s financial industry”. 


Weighty blueprint for Japan’s Big Bang 


With the support of a determined 
government, plans to transform 
the country’s markets in the next 
five years are moving faster than 
expected, reports Gillian Tett 


W hen Mr Ryutaro 
Hashlmoto. 
Japan's prime min- 
ister, said In November he 
would deregulate the coun- 
try’s financial markets in a 
“Big Bang” by 2001, some 
cynics felt a sense of dej& vu. 

For Japanese officials have 
frequently made grandiose 
pledges about reform before 
- only to shelve them qui- 
etly later. Last week, how- 
ever, the cynics had some 
reason to think again. 

For after seven months of 
deliberation, three govern- 
ment-backed advisory panels 
have produced a timetable 
showing how the govern- 
ment intends to transform 
the country’s markets in the 
next five years. 

The plans do not make 
easy reading: the English- 
language version runs to 
five weighty documents, 
with the “summary" time- 
table covering 11 pages 
alone. 

But the complexity reveals 
the ambitious nature of the 
project, for the proposals are 
attempting nothing l es s t h a n 
a complete overhaul of the 
country’s financial system, 
to make it globally competi- 
tive. Consequently, propos- 


als target the securities 
industry and spread out into 

insurance and ha wiring 

The sheer wealth of detail 
also shows the level of deter- 
mination in the Japanese 
government to press ahead 
with the project 

And, by Japanese stan- 
dards, the project is almost 
speedy. Reform to the insur- 
ance sector is slower than 
the Hawking industry wanted 
because of opposition by 
insurance groups. But most 
of the securities sector 
reforms win be Implemented 
within the next two years - 
much faster than Ori ginally 
expected when the project 
was unveiled last year. 

This speed partly stems 
from a sense of panic. In 
recent years Tokyo has been 
rapidly losing market share 
to other finan cial centres 
such as .London and New 
York. 

Concern over this has 
been exacerbated by one Big 
Bang reform already passed 
by parliament for implemen- 
tation next April the repeal 
of the last foreign exchange 
controls. 

This move will give com- 
panies and .investors far 
greater freedom to conduct 


Big Bang: the key proposals . 

18ST* 

• Introduction erf options trading in indMdual stocks . 

• Asset management accounts at securities firms permitted 

1898* 

• Liberalisation of brokerage commissions on transactions over 
V50m 

• LfeeraBsatton o* foreign exchange operations, overseas deposits 
and cross-border securfUae transactions 

• Bank of Japan given nominal independence toast Interest rates 
. • Powers of the Seburfties and Bicehtnge Sunreinance 

Commission strengthened; penalties far faanefari transgressions 
.. toughened 

• Currant nsstrfcflonB on securities derivative* flfted • 

• Banks paimfttad to sen Investment busts 

• Rtwidal institutions atowad to establish companies h Japan to 
issue asset-backed securities . ' 

.• Holding companies permttt a tfc initial reetri c Mons on financial 
holding companies to be rembvedlatar 

... * ' -r* 

1988* 

• AS stockbroking commissions Uberafised 

• Current business restrictions on braKer^je houses and oust 
bank subsid i aries Bftad 

• Commercial hanks permitted to issue bonds 

soot ' . • * *■ . - ; • :* 

• Banks and insurance oompantos permitted to enter each other’s 
buEjoassss through subsidiaries 

•fiscal jeer eg.Apit> 186? - MOrcD 31 1998 
Soma Japerww gowwomant advteoiy paneto ' 


their financial business out- 
side Tokyo if they are 
unhappy with the services 
offered in Japan. Conse- 
quently, Japanese officials 
fear that even more business 
could flow out of the coun- 
try, unless its markets 
become more attractive. 

Whether the timetable 
unveiled last week will be 


fast enough - or far -ranging 
enough - to prevent this 
potential outflow remains 
crucially undear. 

However, the proposals 
aim to give Tokyo a new 
competitive edge by introd- 
ucing two broad reforms. 

The first is a removal of 
current restrictions on the 
type of financial products 


traded and offered in Japan. 
This year, for example, 
options trading on individ- 
ual stocks will be intro- 
duced. Next year the spread 
trading of short-term yen 
interest rate futures is also 
expected. And by April 1999 
it is proposed that many 
restrictions on securities 
derivatives win be lifted. 

In an effort to encourage a 
more efficient use of Japa- 
nese savings, institutions 
will also be given greater 
freedom in the type of retail 
investment vehicles they can 
offer to customers. 

However, the second 
thrust of the reforms con- 
cerns the structure of 
Japan’s financial industry. 
For in an effort to introduce 
greater innovation, the pro- 
posals aim to create more 
competition between the dif- 
ferent types of financial com- 
panies operating in Japan. 

Stockbroking commis- 
sions, for example, will be 
liberalised to generate more 
competition in the sector. 
And the barriers which have 
traditionally prevented 
banks, securities companies 
and other fi nancial institu- 
tions from entering one 
another’s areas of business 
will be steadily removed. 

In the 1999 fiscal year, for 
example, current restrictions 
on banks’ securities and 
trust banking subsidiaries 
will be lifted. Later, banks 
will be able to start selling 
some insurance products. • 

As a further spur to com- 


petition. the proposals call 
for repeal of remaining 
restrictions an banks form- 
ing financial holding compa- 
nies. This follows a decision 
by parliament to lift the 50- 
year-old general ban on hold- 
ing companies. 

The reforms still leave 
some gaps. Although foreign 
companies assume, for 
example, that the reforms 
will give them greater oppor- 
tunities to compete in Japan, 
the proposals do not specifi- 
cally touch on issues of mar- 
ket access. 

There is still little sign 
that the government is pre- 
paring to unleash competi- 
tive forces in the country’s 
huge state-backed financial 
institutions, such as the 
postal savings system. 

Firm proposals for taxa- 
tion reform, urgently needed 
to make Tokyo attractive by 
global standards, have also 
yet to emerge. 

And it remains unclear 
how the authorities will 
address the regulatory and 
legal issues thrown up by 
Big Bang: although last 
week’s proposals call for 
tougher penalties for finan- 
cial scandals, for example, 
details remain vague. 

But as a first step towards 
reform, the blueprint is a 
st riking one. The key ques- 
tion now is whether Japan's 
financial industry can 
respond fast enough - before 
the promised wave of compe- 
tition hits it. 

Markets: Tokyo, Page 24 


India denies missile claims ahead of Islamabad talks 


By Khozem Merchant 
in New Delhi 

The Indian government has 
dismissed as “false and mis- 
chievous” US media reports 
claiming that New Delhi has 
positioned medium-range 
missiles at its border with 
Pakistan. The denial comes 
ahead of the resumption of 
bilateral talks between India 


i 

and Pakistan in Islamabad 
this week. 

The denial of the reports 
was one of three develop- 
ments last week which, but 
for the recent thaw in Indo- 
PaMstan relations, might 
have soured the mood ahead 
of the talks by the two coun- 
tries’ foreign secretaries on 
Thursday. 

In the other developments, 


Pakistan said its airspace 
had been violated by an 
Indian military aircraft; and 
a Pakistani major was killed 
in the Stalk ot sector in a 
cross-border class with 
Indian border troops, which 
New Delhi says was the 
result of unprovoked firing 
from across the border. 

These incidents would 
once have provoked recrimi- 


nations. But after their talks 
at a south Asian regional 
summit in Malle in May, 
India’s prime minister, Mr 
LK. Gujral, and his Pakistan 
counterpart. Mr Nawaz 
Sharif, agreed to adopt more 
statesmanlike postures in 
the face of media speculation 
which could destabilise bilat- 
eral relations. 

The Malle meeting was the 


first direct talks between the 
two countries' leaders in 
three years. This week's 
round of talks, which con- 
tinue for five days, win try 
to build an the Malle consen- 
sus. They win mostly focus 
on confidence-bunding mea- 
sures on the most intracta- 
ble problem, Kashmir, and 
on bilateral trade. 

The thaw in relations 


appears to he driven by a 
dose friendship between the 
two prime ministers, both 
Punjabis. As foreign minis- 
ter in the previous adminis- 
tration, Mr Gujral had out- 
lined his "Gujral doctrine", 
designed to improve links 
with all of India’s neigh- 
bours. This has brought 
improved bilateral relations 
with Bangladesh and Nepal. 


INTERNATIONAL NEWS DIGEST 

Court backing 
for Netanyahu 

Israel’s supreme court yesterday rejected petitions aimed 
at Indicting Mr Benjamin Netanyahu. Israel’s prime 
minister, in an influence-peddling scandal surrounding 
the short-lived appointment of an attorney-general. 

Political analysts, and Mr Netanyahu’s aides, said the 
dorjefnn marked the end of the so-called Bar-On affair, 
which nearly toppled the government earlier this year. 

Two months ago, Israel's attorney general decided not 
to charge Mr Netanyahu with breach of trust in an 
alleged conspiracy to appoint Mr Roni Bar-Op as attorney 
general under pressure from a powerful parliamentary 
deputy who reportedly sought a plea bargain for 
unrelated corruption charges. 

The attorney general said at the time despite “real 
suspicions" of wrongdoing, lock of evidence prevented an 
indictment against the prime minister. Four of five Israeli 
justices yesterday voted not to overrule his decision. 

■ Palestinians and Israeli troops clashed at the weekend 
in the West Bank town of Hebron, on the border between 
Israeli and Palestinian-controlled districts of the city. The 
Palestinians were protesting against a decision by the US 
House of Representatives to recognise all of Jerusalem as 
Israel’s capital, including the disputed east of the city. 

■ Liberal economists yesterday criticised proposed 

Israeli land reforms, saying the government-backed p la ns 
would be ineffective in solving economic distortions 
caused by decades of centralised land policy. The Israeli 
government had earlier approved recommendations of the 
state-appointed Ronen commission aimed at breaking the 
slate’s grip on land. Airi Machhs. Jerusalem 

Algerian PM back in the job 

Algeria’s outgoing prime minis ter. Mr Ahmed Ouyahia, 
has been named by President Liamino Zeroual to head the 
new government. 

Mr Ouyahla’s National Democratic Rally won 155 seats 
in the new 380-seat parliament elected on June 5. Mr 
Ouyahia had served as prime minister since January 1996. 
He had formally stepped down so the new government 
could be formed but his reappointment had been 
expected. 

The elections were the first multi-party parliamentary 
poll since the beginning of a bloody five-year insurgency 
by Moslem extremists that has left more than 60,000 
people dead. AP. Algiers 

Morocco elections criticised 

Opposition parties in Morocco, whose candidates lagged 
behind in last week's local elections, yesterday claimed 
there were irregularities in the ballot in spite of pledges 
by the authorities. The opposition Progress and Socialism 
party (PSP) said the elections had not "held their 
promise” despite progress, and much remained to be done 
before parliamentary elections due in September. 

The PSP is one of the four-party opposition Koutla 
group. With around 400 results still awaited yesterday out 
of mare than 24,000 seats, the Koutla bloc had nearly 32 
percent of the seats, compared with just over 20 per cent 
in the last local election in 1992. But candidates for the 
pro-government rightist Wifaq group and a centre-right 
group, led by the Independent National Rally (RNI), 
dominated with their 30 per cent and 26 per cent of the 
seats respectively. Reuter, Rabat 

Blaze at Bangladesh gas field 

An explosion set ablaze a gas field in north-east 
Bangladesh yesterday, injuring at least four people and 
farcing hundreds to flee the area. Firefighters and 
technical experts were being called in from Singapore and 
the US. 

Flames shot high into the air and spread several 
kilometres from the site, where Occidental, the US group, 
has been exploring for gas. Eyewitnesses said Intense 
heat had cut the Dhaka-Sylhet railway line, melting part 
of the steel lines. 

Occidental, had started drilling at the site earlier this 
month as part of larger exploration activity in the area. 
Occidental signed a production-sharing agreement with 
the government of Bangladesh last December to explore 
and develop fields in the north-eastern areas of the 
country. Kasra Naji and Reuter, Dhaka 

Pakistan approves bank sale 

Pakistan has given formal approval to the sale of the 
Habib Credit and Exchange Bank (HGEB), once part of 
the collapsed Bank of Credit an d Com merce Interna tional 
CBCGQ. A 70 per cent stake in HCEB was sold for $39m to 
the UAE's Sheikh Nahayan bin Mubarak A1 Nahyan 
groftp, which made the h ighest offer in the final bidding. 

The government retains 20 per cent of HCEB’s shares, 
while the remaining 10 per cent will be offered to 
employees. Fortum Bokhari, Islamabad 
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reveille, high cash flow, 


solid finances 


Higher operative result 

MarihesmannYprafits from normal business operations in 
1996 rose approximately 10 percent to over DM 1 billion. 
This.rmprovement was based on the performance of 
Automotive anit in particular, Telecommunications. 

• After the deduction of non-recunent earnings and tax 
expenditure, the profit for the year was DM 603 million. 
The result pe* share increased to DM 22 (1995: DM 21), 
the dividend grew from DM 8 to DM 9. 

Sales and incoming orders increased 
1996 -sajes showed an 8 percent increase to DM 34.7 billion. 
Grow* . reached 7 percent at home and 9 percent abroad, 
Which means our strengthened commitment abroad, 

, Ihdudingqverseas markets, has paid off. Incoming orders 
were up-2 percent 

feet growth at Telecommunications 
In 1 996, our growth strategy for the Telecommunications 
' sector took even greater strides forward than in the years 
before. ' 


At Mannesmann Mobitfunk D2, sales rose to over 
DM 4 billion, and the number-of^ufearibets increased to 
over 2 million. .- "W V ". 

With bur paitiaparioainvpBtofri 'we haye’ abated an 


telephony. Our partitersare leadgsmthe field. With 
Mobilfunk D2 andMarinesni^ 
we are the NumbejTwdw QaTf^^.growing faster 
than the NumbefOrffiL'; v ■ y/ ; 

Our growth r«mted the 


ment abroad. foJ^c^wehaw-^iredah"^^ stake 
in Cegetel, i^di^awertfte Mtodrifet^dth. 

High cashltow ; ^ -5. =/ 

Cash flow frobnormal busness.opeatioris in T996 
increased riearf/T^A 3; 6 bUlioii foOM4 r 9 billion and was 
thus high enot^h- to fw^t^ theiOTsfd^Bbfe investment 
volume, domfriatod 6y the stra^iegfrowth programme 
in Telecornmunkation^ frtiprortng the net 
financial position byrnore than' DM’2 billion to a positive 
DM 1.5 bfltiore This means thenet.finanria! position of 


Mannesmann has significantly improved, and Mannesmann . 
is optimally prepared for further future-oriented tasks. - 

Bright prospects for 1997 

Mannesmann has developed very satisfactorily so faring'. ’ 
1997. During the first five months, orders received rose. ■ : 

. 1 4 percent sales 1 6 percent The result of normal business ' 
operations has also improved.This is attributable to 
increased profits in the Automotive and Telecommunicah' ' 
tions sectors, and to the favourable turnaround for the ' v 
Tubes & Trading sector which is once again operating in 
the black. 

For 1997, Mannesmann expects further improvement both . 
In the breakdown and the amount of the result ' ;/ : ; . 

The dividend 

For 1996, our shareholders will receive a dividend erf 
DM 9 per share at a par value of DM 50. Paymient wW * 
be effected from 16th June 1997 against siibmfesfonof 
dividend coupon no. 54. Foreign shareholders wiH be; 
subject to a withholding tax under consideration of.' 
applicable double taxation agreements. 


. TheJufl.annual accounts will be published in the Federal 
Gazette!}.; •' 

On request we shall be happy to send you 
I the Mannesmann 1 996 Annual Report, 

L the Shareholders’ Newsletter, and 
1 issue 8/9. of our shareholders’ publication 
. - ."M^msmann Magazine" containing a report 
- on business during the 1st half of 1997. 

Jflease write to: 

Mannesmann AG/Presse und Information 
. Pbstfodv103641, D-40027 Dusseldorf 


m 


mannesmann 


: Mannesmann Aktiengesellschaft, Dusseldorf 
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NEWS: THE AM ERICAS 


Lawn tractors mark rise of new black middle class 


Patti Waldmeir and Heather Bourbeau report from Prince George’s County - unique in the US for its racial mix 

• ; "The civil rights mo\ 


T here are 16 models of 
self-drive "lawn trac- 
tor” in the garden 
department of Sears at the 
Landover Mall in Prince 
George's County, Maryland. 
Priced comparably to a small 
used car - between 9999 and 
95,000 - they serve a higher 
function than lawn-mowing 
and are the perfect locator 
for the middle class. 

But those who follow the 
lawn tractors to Prince 
George's County discover 
more than lust another sub- 
urban cliche. “PG" county, 
just outside Washington DC, 
is racially, socially and cul- 
turally unique. 

It is America's wealthiest 
and best-educated majority- 
black county - and the first 
big area to go from mostly 
white to mostly black while 
seeing income and education 
levels rise rather than fall. 

It is the symbolic home of 
a new black middle class, 
fruit of decades of economic 
growth, urbanisation, and 
the civil rights movement. 
At a time when affirmative 
action is in retreat across 
the nation - though Presi- 
dent Bill Clinton continues 

to defend the policy, as he 
did in a speech on Saturday 
- Prince George’s can plausi- 
bly be seen as an affir mative 
action success story. Most of 
its black residents benefited 
from the policy, either 
because they worked for the 
federal government, the most 
aggressive affirmative actor, 
or because their education 
or career were furthered by 





President Bill Clinton 
launched a year-long cam- 
paign against racism at the 
weekend, opening with a 
defence of affirmative action 
and a plea for Americans to 
cast off prejudice, Patti 
Waldmeir writes. 

“We have tom down the 
barriers in oar laws," he 
said in an address at the 
University of California at 
San Diego (picture, left). 
“Now we mast break down 
the barriers in our lives, our 

minds and our hearts 

That is the unfinished work 
of oar time.” 

Mr Clinton intends to 
carve out a legacy for his 
presidency by taking the 
lead on race issues. His 
speech was embellished 
with lofty rhetoric bat 
lacked concrete announce- 
ments. He chose to deliver 
the speech in California, 
where voters passed, a mea- 
sure last year to abolish 
racial preferences in public 
programmes. Mr CHnton 
said bis ' aim was to launch 
“a great and unprecedented 
conversation about race”, 
which will include town ball 
meetings, conferences and 
reports aimed at bridging 
the race gap. phr Rwtw 


civil rights legislation. 

But Prince George's is also 
a test case for integration. It 
is one of the most racially 
mixed counties in the naMnp 
(54 per cent of residents are 
black. 40 per cent white and 
the rest Latino and others). 


Mr Wayne Curry, the black 
executive of the county 
council, likes to call Prince 
George’s “the jewel in the 
crown of the post-civil rights 
era". With its unique history 
of black immigration, white 
flight and forced school bus- 


ing, the county casts issues 
of race and class In sharp 
relief. 

Forty years ago, Prince 
George’s was white man's 
country: the largely rural 
home of the Maryland 
tobacco former. Large-scale 


property development in the 
1960s led to an influx of 
blacks from just across the 
invisible line in inner-city 
Washington. But the real 
impetus to the creation of a 
black middle class in Prince 
George's was the departure 


of the white middle class - 
and that was the result, at 
least in part, of racism. 

When the US Supreme 
Court ordered 24 years ago 
that white and black school- 
children should be bused 
around Prince George's to 


achieve rapid educational 
integration, much of the 
white middle class moved 
out. Working-class whites 
were trapped, unable to 
afford to move. But the mid- 
dle i»Viks exodus left a void of 
affordable housing which 
was filled by blacks. 

Prince George’s became a 
'magnet for black suburbani- 
sation, for all the familiar 
class-based reasons: middle- 
class blacks, like their white 
counterparts, wanted good 
schools, big houses, quiet 
neighbourhoods - and the 
odd lawn tractor. 

Soon black Prince Geor- 
gians were exhibiting the 
same obsession with prop- 
erty values and neighbour- 
hood safety as their white 
compatriots. In areas nearest 
the inner city, residents 
began taking down basket- 
ball hoops at night to dis- 
courage visits by the urban 
“underclass’*. 

They were doing no more 
than emphasising the path 
they had travelled, largely as 
a result of the civil rights 
movement, and the 1964 
Civil Rights Act. which 
made job and educational 
discrimination illegal. The 
aim of the movement was to 
lift blacks out of poverty. 
»nd settle them permanently 
in the mainstream of eco- 
nomic life. Professor Bart 
Landry of the University of 
Maryland's College Park 
campus in Prince George's 
County, has chronicled the 
rise of what he calls “the 
new black middle class'*. 


■The civil rights move- 
ment made it possible for the 
black middle class to expand 
at an unprecedented rate," 
he says, adding that it grew 
not only in size but to scope, 
with many new occupations 
opening up to blacks. Where 
the old black middle class 
were teachers and letter car- 
riers. the new class were 
consultants and computer 

programmers. 

The proportion of 
employed blacks In 
white-collar jobs rose from 
13 per cent in 1960, to 27 per 
cent in 1970. and to 45 per 
cent now, says Prof Landry, 
noting that the biggest rise 
was to the 1960s when legal 
action and economic growth 
fortuitously coincided. 

“The black middle class 
has achieved critical mass." 
giving blacks a powerful 
new role in both politics and 
policy formation, he says. 
But black entrepreneurship 
remains “an uphill battle"; 
corporate restructuring has 
hit low -skilled blacks harder 
than whites: and many of 
the black population remain 
in the underclass. 

Still. Prince George’s 
county must be counted a 
success story - if only 
because some middle-class 
blacks are now leaving the 
area for even more affluent 
counties deeper in suburbia. 
The reasons are always the 
same: schools, crime, prop-, 
erty prices. . . the mantra of 
middle-class America, black 
or white. 

Dateline Washington, Page 9 


Colombian guerrillas to free 70 soldiers I Drug controls criticised 


By Sarfta Kendall in Bogotfi 


Seventy captured soldiers 
and marines were due to be 
handed over to the govern- 
ment by the leftwing Revolu- 
tionary Armed Forces of Col- 
ombia (FARC) yesterday, 
after being held for nearly 10 
months. 

International observers 
and Red Cross delegates 
were present for the hand- 
over ceremony, giving 
implicit status to the guerril- 
las as a combatant force. 

Helicopters ferried the 


prisoners to the small town 
of Cartagena del Chaira in 
the southeastern jungles of 
Colombia, where welcome 
banners decorated the 
streets and hundreds of rela- 
tives and reporters awaited 
their release. 

The 60 soldiers were cap- 
tured during an attack by 
FARC guerrillas on the mili- 
tary base of Las Dehdas last 
August 

A further 31 soldiers were 
killed in one of the Colom- 
bian army’s worst defeats in 
recent years. 


Ten more marines cap- 
- 1 ured by different FARC sol- 
diers to northwest Colombia 
were picked up by a Red 
Cross helicopter and- flown 
down to the release area on 
Saturday. 

Cartagena del Chaira has 
been under guerrilla control 
since the government agreed 
to FARC demands to demili- 
tarise an area of 13,000 sq 
km to allow the release of 
the prisoners. 

The 70 young men were to 
be flown to an army base 
outside the demilitarised 


zone for physical and psy- 
chological check-ups. They 
are to be given their army 
discharge papers today. 

Although some political 
and church leaders have s aid 
the release of the prisoners 
sets the scene for peace 
negotiations with the FARC, 
others believe the process 
simply shows the power of 
the guerrillas to impose 
their conditions on the gov- 
ernment. 

The whole country has 
awaited the release of the 
soldiers for months and the 


press conference which was 
organised by the guerrillas 
in Cartagena del Chaira has 
ensured them a nationwide 
audience. 

The propaganda victory is 
significant While the gov- 
ernment is being condemned 
for human rights abuses, the 
guerrillas, who are present 
in more than half of Colom- 
bia’s municipalities, are try- 
ing to show that they 
observe humanitarian rules 
of war. 

However, they still bold 
many civilian hostages. 


By Raymond Cotitt 
in Caracas 


Venezuela's pharmaceutical 
industry, led by several mul- 
tinational companies, has 
stepped up its campaign 
against government price 
controls and a legislative 
proposal which, it says, 
would introduce excessive 
regulation of the industry. 

Industry representatives 
are caning for an immediate 
end to price controls intro- 
duced to January 1994 and 
say cost increases since then 


have far exceeded cumula- 
tive price increases. 

According bo the Venezue- 
lan Chamber of Medicines, 
which represents multina- 
tional pharmaceutical com- 
panies In Venezuela, the 
industry has put investment 
projects on hold as a result 
of the controls. 

"The majority of the phar- 
maceutical companies barely 
have enough cash flow to 
cover their current expenses, 
let alone make new invest- 
ments," says Mr Francisco 
Allende, executive director 


of the chamber. 

According to the Latin 
American Federation of. 
Pharmaceutical Industries. 
Venezuela has the region's 
cheapest medicines, with an 
average of $1.79 per unit to 
1996, compared with $4.79 in 
Peru and $8.90 in Argentina. 

"If the government cannot 
liberalise the prices for 
social or political reasons, - 
then, at least it should estab- 
lish a formula for periodic 
price increases that allow a 
reasonable return." said Mr 
Allende. 
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Dividend tax credit expected to be scrapped 

.... . _ . . . . i j Kwt a review of the 


By Robert Peston, 

Political Editor 

The abolition of the 30 per cent 
tax credit on dividend payments, 
which would raise up to £5bn 
<$S.15bn) from pension funds and 
other tax exempt Institutions, is 
the Treasury's preferred option 
for reforming the corporate tax 
system in next month's Budget 
There will be no moves to abol- 
ish mortgage interest tax relief or 
other big changes to personal tax 
in the special July 2 Budget, 


according to senior ministers and 
officials. 

They say the prime minister has 
ruled out any measures which 
could be seen as breaking the 
spirit of his manifesto pledge not 
to raise the basic or -top rates of 
income tax 

However, Mr Gordon Brown, 
the chancellor, is planning a con- 
troversial raid on pension hinds' 
income. He has been advised by 
senior officials that the tax advan- 
tages for pension funds of receiv- 
ing dividends under the current 


system is partly responsible far 
British companies’ relatively high 
dividend payments and low 
investment rates. 

“The centrepieces of the Budget 
will be the windfall tax [on priva- 
tised utilities] and getting rid of 
that tax break for pension funds,” 
said a ’ senior member of the gov- 
ernment 

The dividend change would 
mainly hit tax-exempt institutions 
such as pension funds, charities 
and some insurance funds. 

Pension funds could be deprived 


of annual Income r unning tO 
£3-5bn. 

However there are likely to be 
transitional amragemants to shel- 
ter tax exempt individuals 'from 
the full impact and these could 
extend to charities, which stand 
to lose fiBflm a year. 

Pension funds have warned 
they may need injections from 
companies to make up for lost 
ami fall in market values. 

A cut in mortgage interest relief 
- Miras - is not expected, in spite 
of widespread speculation that it 


would he abolished. 

Also unlikely are any moves to 
increase tax paid by higher, rate 
taxpayers through restricting 
relief on personal allowances to 
the basic 23p rate. 

Mr Brown needs to find a signif- 
icant source of new tax income, 
because in the next few days he is 
expected to publish figures show- 
ing a sharp increase is projected 
public borrowing compared with 
the forecast in the last Budget. 

This apparent deterioration in 
tiie public finances has been 


prompted by a review of 
accounting assumptions underly 
mg the forecast carried out by the 
National Audit Office. 

The NAO is expected to recom- 
mend that changes to those 
assumptions introduced in the 
previous government's last Bud- 
get, should be amended. 

The Budget is not expected 
abolish the 20 per cent tax paid 
c ompanie s on their dividend < 
tributions, called advance corpo- 
ration tax, which gives rise to the 
associated tax credit. 
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Senior Tory 
warns party 
could split 


By George Parker, 

Political Correspondent 

Mr Michael Heseltine, the 
former deputy prime minis- 
ter, yesterday suggested the 
opposition Conservative 
party could split if either Mr 
William Hague or Mr John 
Redwood - the two right- 
wing candidates - won this 
week’s battle for its leader- 
ship. 

Supporters of Mr Kenneth 
Clarke, the pro-European 
former chancellor of the 
exchequer, are growing 
inc reasing ly strident in their 
warnings of impending doom 
in the event of a rightwing 
victory. They are alarmed by 
Mr Hague's determination to 
rule out Britain's member- 
ship of a single currency for 
the foreseeable future, and 
his Eurosoeptical tone. 

Yesterday Mr Hague went 
a step further when he prom- 
ised to unpick any moves 
taken by the Labour govern- 
ment towards closer Euro- 
pean Union integration - 
including membership of a 
single currency - if he 
became prime minister. His 
rhetoric has caused alarm 
from MPs on the Tory left, 
who fear they would be iso- 
lated and marginalised if Mr 
Hague was to win the 
increasingly bitter contest. 

Mr Redwood is widely 
expected to drop out of the 
contest after the second bal- 


lot tomorrow because of a 
lack of support, leaving the 
way clear for a run-off 
between Mr Hague and Mr 
Clarke on Thursday. 

Mr Clarke’s supporters 
fear their candidate could be 
defeated in the third ballot 
by the combined forces of 
the Tory right. and some 
have warned privately they 
would defect to the Liberal 
Democrats if this happened. 

Mr Heseltine, who con- 
firmed yesterday he would 
return to the backbenches 
regardless of the outcome of 
this week's contest, yester- 
day added his voice to warn- 
ings of a possible civil war. 
He said Mr Hague would be 
“unwise" to stick to bis plan 
to rule out joining a stogie 
currency under any circum- 
stances for at least 10 years. 
“It would have a serious risk 
of i gniting a period of dis- 
unity which would ... in 
my mind recreate the atmo- 
sphere of 1979, not in the 
Conservative party, but in 
the Labour party," he said. 

The Labour party was 
riven by splits between left 
and right after the 1979 elec- 
tion defeat, leading to the 
creation in 1981 of the Social 
Democratic party. 

Mr 'Clarke, displaying 
signs that he feared a defeat, 
stepped up his attacks on his 
rivals, claiming they were 
fighting irrelevant and out- 
dated battles over Europe. 


Tank carrier bids for Arab truck deal 


Britain’s hopes of winning 
the country’s biggest ever 
export order for heavy 
trucks are «»<Hng the high 
seas as a 750hp 
demonstrator tank 
transporter (right) makes Its 
way to Abu Dhabi for 
gruelling desert tests, Haig 
Simo n ian writes. 

The Alvis Unipower 
model, the British contender 
In an international contest 
to supply up to 200 
transporters to the United 
Arab Emirates, is the most 
powerful road-going vehicle 
ever built in the UK. The 
122-tonne transporter boasts 
the world's biggest 
automatic gearbox for a 
road-going vehicle, and can 
travel at up to 50raph while 
carrying a fun battle tank. 

The vehicle will be 


matffhpd a gains t rfaal l 

Tatra of the Czech Republic, 
up to three German 
transporters and one from 
the US. The contract is for 
120 transporters for a fleet 
of 450 French Leclerc battle 
tanks, but may be raised to 
at least 200. The deal 
requires vehicles with at 
least eight-wheel drive and 
engines of 600hp or more. 

The trials could offer a big 
prize for the winner, as a 
number of Middle East 
states are looking for 
transporters. Demand has 
been stimulated by the 
increasing weight of battle 
tanks, which require more 
powerful transporters. 

The Alvis Unipower 
vehicle has been 
purpose-built for the 
c om pe titi on. 



London Underground ‘could be sold off 


By George Parker 

The London Underground 
could be effectively priva- 
tised under a range of 
options being urgently con- 
sidered by the government, 
it emerged yesterday. 

Mr John Prescott, deputy 
prime minister, is looking at 
selling a controlling stake in 
the Tube to the private sec- 
tor as part of a drive to 
inject investment into the 
network. 

Details of the plan 
emerged after Mr Prescott 
left a folder containing confi- 
dential policy papers in a 
room with BBC journalists 
after recording an interview 


for tonight’s Panorama pro- 
gramme. 

A furious Mr Prescott 
accused the BBC of “steal- 
ing” the papers, but con- 
firmed he was exploringall 
farms of public-private part- 
nerships for the Tube. 

The draft document sets 
out four options identified 
by ministers far involving 
the private sector in the run- 
ning of the Undergro un d. 

One would involve a 
public-private joint venture 
to run the whole LU busi- 
ness. with the private sector 
becoming the majority 
shareholder. 

A second would see the 
creation of a public-private 


venture to run the network’s 
infrastructure - the track, 

si gnals anri stations - with a 

separate public-private part- 
nership r unning train ser- 
vices. 

Under both options, the 
Treasury has insisted the 
private sector should take a 
majority stake to ensure 
investment does not count 
against public expenditure 
totals. A third option would 
be to offer “vertically inte- 
grated franchises” covering 
infrastructure and train ser- 
vices far individual lines or 
groups of lines. A fourth 
alternative would be to let a 
franchise to run the whole 
LU system. 


The disclosure that the 
government could sell a con- 
trolling gtiikp to the Under- 
ground comes only four 
months after Labour 
opposed the former Conser- 
vative government's plan to 
privatise the network. 

While the Tories were pre- 
pared to consider the out- 
right sale of the network, the 
government appears deter- 
mined to retain a minority 
stake. That complies , with 
Labour’s manifesto commit- 
ment to oppose “wholesale 
privatisation”. 

The Department of Trans- 
port believes the whole sys- 
tem could be sold for £ibn- 
£2bn. ($1.63bn-$3-26bn) but it 


needs £l2bn spent to dear 
an investment backlog. 

Mr Prescott plans to adver- 
tise this week for financial 
advisers to consider the 
options, with a brief to pro- 
duce a final report by Sep- 
tember. 

A draft letter from Mr 
Prescott to Mr Geoffrey Rob- 
inson, the Treasury minister 
responsible for the private 
finance initiative, to which 
private Binding is sought for 
public-sector projects. 
admi ts the political sensitiv- 
ity of the proposals. He plans 
to ask his press office to 
“brief selected journalists 
who are likely to report this 
story in a positive light". 


f| CAPITAL PORTUGAL 

Fun ^° s Closed-end Fund 

Notice 

The Board of Directors of TottaFundos, S A., with head office at Rua Basilio Teles 
number 35, 7th and 8th floors, in Lisbon, with share capital of Escudos 101,000,000, 
registered at the Lisbon Commercial Registration Office under the number 65741, 
fiscal number 501828249, has resolved to call the General Meeting of Unit Holders of 
the Closed-end Fund CAPITAL PORTUGAL, to be held on the 18th July 1997 at 
11.00 a.m., in Lisbon, at Hotel Alfa Lisboa, located at Av. Columbano Bordalo 
Pinheiro, with the following Agenda: 

1. Considering and voting of the proposal of the management company to transform 
the closed-end fund Capital Portugal into an open-end fund, effective on the 1st 
October 1997, with the resulting amendment of the Management Regulations. 

2. Voting of the conversion from certificates into book entry form of the units of 
participation of Capital Portugal fund. 

3. Delegation of powers to the Board of Directors of the management company to 
perform all acts necessary for the implementation of the approved resolutions in 
respect of items one and and two of the Agenda pursuant to paragraph 13 of article 
3 of the current Management Regulations of the Fund. 

The General Meeting may validly meet and pass resolutions on the proposal 
provided the requirements and conditions of article 3, paragraphs 7 to 9 of the 
current Management Regulations of the Fund are met: 

“7. The General Meeting of the Unit Holders may only validly pass resolutions 
upon the attendance or due representation of the Holders of the majority of the 
investment units that compose the fund's capital. 

For the purpose of passing resolutions in the General Meeting of Unit Holders , 
each investment unit shall correspond to one vote , and resolutions shall pass by 
majority of the votes corresponding to the totality of the investment units that 
comprise the Fund's capital . Evidence of the holding of the investment units until 
five business days before the date scheduled for a General Meeting shall be 
required for attendance to such Meeting. Unit Holders may be represented by 
other Unit Holders or by the management company. 

The recommendation submitted by the management company to the General 
Meeting of Unit Holders shall always be implemented by the management 
company, either if it is approved by the Unit Holders or if the Meeting fails to 
validly meet due to an absence of quorum” 

The proposals and the draft of the new Regulations for the fund are available for 
inspection by the Unit Holders at Rua Basilio Teles number 35, 8th floor, in Lisbon, or 
may be requested by telephone (1-7271173) or by facsimile (1-7271383). 

Lisbon, 12th June 1997 

The Board of Directors of 
TottaFundos, SA. 


8 . 


9. 


Campaign aims to block 
Oxford business school 


By Richard Wolffs 

Senior academics at Oxford 
University will today launch 
a last-ditch campaign to 
block the university’s plans 
for a £45m ($73.85m) busi- 
ness school in the face of 
intense lobbying by the 
scheme’s supporters. 

Opponents the uni- 
versity’s academic freedom 
will 'be curtailed under the 
terras of a £20m donation 
towards the business school 
by Mr Wafic Said, the Saudi 
entrepreneur. 

But to the run-up to a cru- 
cial vote by the academics 
tomorrow, the university's 
executive leaders are deter- 
mined to avoid a repeat of 
their surprise defeat by dans 
in November. Mr Said has 


threatened to withdraw iris 
donation if the plans are not 
approved by Saturday. 

Supporters of the business 
school strongly reject the 
fears over academic freedom, 
which centre around the 
appointment of the school’s 
director of studies, currently 
Mr John Kay. The academic 
selection can be vetoed by a 
foundation of 10 trustees, 
four of whom are to be 
appointed by Mr Said. 

Mr Alexander Murray, a 
history tutor at University 
College, said: “For the first 
time in the history of Oxford 
University we are being 
asked to give a veto Of the 
university's academic 
appointments to a private 
group." 

Senoir academics defeated 


the original plans for the 
Wafic Said Business School 
on the grounds tbat it was to 
be built on a greenfield site 
at the heart of the univer- 
sity. The new plans were 
thought to be less controver- 
sial as they site the school 
on a car park close to 
Oxford’s railway station. 

The business school’s sup- 
porters remain confident of 
victory after lobbying aca- 
demics on the telephone last 
week. They argue that, a sec- 
ond rejection would damagp 
Oxford's reputation and jeop- 
ardise future donations from 
wealthy individuals. But 
their opponents are adamant 
the university’s leadership 
has failed to negotiate suc- 
cessfully the terms of the 
business school prqjecL 
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Expanded 
regulator 
to be told 
to let Gty 
‘breathe’ 


By John Gapper, 

Banking Editor 

The government Is likely to 
encourage the Securities and 
Investments Board, which is 
to unite all forms or finan- 
cial services regulation in 
the City of London, not to 
regulate banks and securi- 
ties brokers in an over- 
restrictive way. 

Treasury officials are plan- 
ning a preamble to the 
Financial Services Bill, 
which wtll transform the 
current SIB into a new. 
“super” SIB. setting out for- 
mally that it is not expected 
to prevent all bank failures. 

Officials are concerned 
that growing political and 
public pressure on the Bank 
of England in prominent 
cases of banking scandals 
and collapses could lead SIB 
to be over-cautious and to 
stifle legitimate financial 
risk-taking. 

The 1987 Banking Act, the 
last legislation to cover 
banking supervision, did' not 
include any explanation of 
the principles underlying 
regulation. The Treasury 
believes this should be reme- 
died in the bill published 
nest year. 

In particular, the Treasury 
wants to enshrine the princi- 
ple of “caveat emptor" - or 
“buyer beware” - so SIB can 
defend its actions in cases 
where individuals lose 
money In spite of it having 
supervised an institution 
properly. 

The Financial Services 
Act, which would come Into 
force in full by the end of 
1999, is also expected to 
include a clause emphasising 
that the regulator must try 
to foster conditions for finan- 
cial innovation to flourish. 

There has been concern 
among Treasury and Bank 
officials at the tone of some 
criticism of Mr Eddie 
George, the governor of the 
Bank, following banking 
collapses, and the difficulty 
of publicly defending deci- 
sions to allow failures. 

However, the Treasury 
regards it os vita! that the 
new SIB does not clamp 
down too severely on finan- 
cial institutions to an effort 
to reduce the risk of it facing 
similar criticism. The 
preamble could at least give 
a formal deforce. 

In a speech last Thursday, 
Mr George warned that SIB 
would have to “maintain an 
appropriate balance between 
its responsibilities for pro- 
tecting consumers and the 
need to allow competitive 
financial markets to 
breathe". 

Mrs Helen Liddell, the eco- 
nomic secretary to the Trea- 
sury, has said the govern- 
ment wants to preserve a 
less prescriptive approach to 
regulation- of wholesale 
financial markets than to 
regulation of companies sell- 
ing retail financial products. 

However, some senior 
bankers are concerned that 
the Bazik's traditionally 
low-key and aon-adversarial 
approach _ to -banking 
supervision could disappear 
at the new SIB. 


The Financial Times plans to publish a Survey on 

Private 

Finance Initiative 


on Friday, July 4 


For further information, please contact: 

Derek van Tienen or Sally Beynon on 

Tel: +44 1223 833 300 

Fax: +44 1223 833 332 
or your usual Financial Times representative 
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THIS WEEK 



ity the white American 
male: in* the world of 
sport, he may be an 
endangered species. This 
ib the high season of American 
Sporting championships and 
within the space of a fortnight, 
ice hockey, bask e tball and golf 
have all reached their amimi 
apotheosis. In all of them, the 
Species is under threat: 
Americans bow to foreigners hi 
Ice hockey, whites to blacks in 
”, and Tiger Woods con* 
aues to steal a lion’s Share of 
golf headlines, whether or 
hot his performance merits it. 
The team that won the Stanley 
Jup, ice hockey’s highest honour, 
could boast only one player com- 
bining all three threatened attri- 
butes: white race. American 
birth, and sporting prowess. 

The Detroit Bed Wings won the 
cup for the first time in 42 years 
because of fire Russians: Fede- 
,rov, Fetisov, Kozlov, Larionov 
and Konstantinov. After celebrat- 
ing their triumph on Friday 


White American male on the ropes 


nijdit, two of the Russians were 
injured in a car crash, one of 
them critically. Fans held a can- 
dle-light vigil outside the hospi- 
tal, hailing the two foreigners as 
heroic Detroiters. 

Three Swedes, a Finn and 16 
Ca nadia ns complete the Detroit 
team. The lone white male Amer- 
ican on the roster seems a bit of 
an afterthought 

The irony is that it was the Red 

Wings which led the charge to 
globalisation, in the days when 
the Berlin Wall still Impeded the 
free flow of hockey players. They 
arranged the defection or Czech 
left wing Petr Ktima. spiriting 
him away from the Czech 
nati onal team during a training 
trip to West Germany in 1984. 

Red Wings executives took 
Klim a away in a high speed 
Autobahn manoeuvre, hid frira 


DATELINE 


Washington: sports 
stereotypes in the 
US which keep 
white athletes out, 
also keep black 
players down, 
writes 

Patti Waldmeir 


for five weeks until they could 
deliver him into asylum at the 
American embassy. 

Those were the days when the 
Red Wings had a persistent 
attachment to the bottom of the 


league table. But last week they 
were heroes: a white team from 
an all-black city, bringing home 
the cup. 

Detroit is a place where race 
matters as much or more than 
anywhere on earth: but last 
week, all was forgiven. The black 
city mayor led a million white 
suburbanites in a parade to hon- 
our the home-town champions. 
Hockey gave Detroit a fleeting 
new tribal loyalty: not to ethnic- 
ity or race, but to victory. 

That is the American dream: 
that sport is colour-blind. The 
reality is that American sport is 
mostly monochrome. Take the 
Detroit Pistons: they play what 
some call “plantation basket- 
ball”, a game based on white sub- 
urbanites watching tall black 
men shooting hoops for money. 

The term is not entirely accu- 


rate, of course: the black athletes 
involved are not indentured field- 
hands. but some of the wealthiest 
men in America. However it cap- 
tures one of the complex truths 
of modern American sport: that 
the racial divide Is as deep or 
deeper than ever, but that a pecu- 
liar dependence bridges that gap. 

Black superstars need a white 
market for their sports skills and 
their sponsorship contracts: and 
white kids need heroes. So much 
the better, for race relations, if 
the heroes happen to be black, 
liicg basketball’s Michael Jordan. 

Last week, Jordan fought sick- 
ness and exhaustion to lead his 
Chicago Bulls to victory in the 
National Basketball Association 
championship. Slumped, painfully 
on the bench, slouching toward 
the net, Jordan acted out a mod- 
em morality tale of triumph over 


adversity. It was sport at its best: 
a showcase for American values. 

Ironically, the NBA champion- 
ships als o showed off a few par- 
ticularly fine specimens of the 
endangered species: especially, 
from Jordan’s opponents the 
Utah Jazz, the diminutive guard 
John Stockton. 

But the Jazz are an unusual 
team: the only one with a 
starting line-up which, is more 
white than black. Overall, the 
demographics of basketball are 
the opposite: the NBA is 80 per 

cent blank. 

Black intellectuals complain 
that the stereotypes which keep 
white athletes out, also keep 
black players down. “The images 
of black athletes that SO televi- 
sion screens . . . only sustain 
the traditional view of blacks as 
essentially physical and thus 


primitive people," says John Hob- 
carman in his recent book Dor- 
tern’s Athletes: Sow Sport has 
Damaged Black America and Pr e- 
served the Myth of Race. 

Hoberman questions the propo- 
sition that sports can help inte- 
grate society; he says the success 
of black athletes sends the wrong 
message to black teenagers, who 
nurture unrealistic expectations 
of highly-paid careers in sport, 
and neglect their schooling- 

But as the seasons change, so 
does the sporting focus: to base- 
ball, where white male American 
superstars like Cal Ripken, of the 
Baltimore Orioles, can do much 
to restore the battered ego of the 
species. 

Still, the television networks 
are already advertising a threat 
from a new quarter: from the 
WNBA, the new female version 
of the basketball league. It is a 
hard life for the dying breed: and 
getting ever tougher. 

Additional reporting by Heather 
Bourbeau 
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The Monday Profile: Francesco Caio, Merloni 

Whizzkid in a candy shop 


f ever Francesco Caio 
decides to write a manage- 
ment guide to Italian capi- 
talism in the late 20th cen- 
.tury, his two jobs during the past 
year will give him the perfect 
preparation. 

■ The 39-year-old It alian com- 
puter whizzkid has been cata- 
pulted from the hothouse atmo- 
.sphere of Olivetti, the troubled 
information technology supplier 
for which he was briefly nMrf 
.executive, to take over at the 
helm of Merloni, the family-con- 
trolled company that is Europe’s 
fourth-biggest maker of domestic 
.appliances under the Ariston and 
Indesit brand namaa 
The decision at the end of last 
year might have appeared to 
some observers like jumping 
from the frying pan to the fire. 

At Olivetti - where Caio ran 
the company for only three 
months after three largely suc- 
cessful years in charge of Omni- 
tel, the cellular telecoms com- 
pany in which Olivetti is the 
main shareholder - he fell out 
badly .with Carlo De BenedettL 
Caio finished his spell at Oli- 
vetti caught up in a company- 
wide investigation by Italian 
magistrates regarding allegations 
that misleading information was 
issued to investors. 

The switch to Merloni - pub- 
licly quoted even thoug h it is 70 
per cent owned by interests con- 
trolled by Vittorio Merloni, the 
company fVhatmifln and son of its 
founder - introduced Caio to 
another challenging business 
environment. 

The £16bh ($26bnj a year Euro- 
pean white goods industry - in 
which Caio has never previously 
worked and which he cheerfully . 
admits he is only slowly learning 
about- is one of tbe continent’s 
toughest business sectors. 

With consumer spending 
across the continent depressed 
for most of the 1990s, the indus- 
try’s sales have shown no growth 
since 1992, with the main players 
having to compete harder than 
ever for market share. 

. , To add to the inauspicious 
background, Caio has the consid- 
erable burden of entering a fam- 
ily company as an outsider, tbe 



chosen appointee of Vittorio Mer- 
loni who rah the business for 25 
yeans before- deciding at the age 
ofiJZihat he needed to hand over 
day-to-day management to a 
young®- person. 

Caio, who with his wispy beard 
and gangling manner looks every 
inch the computer boffin he once 
was, appears to be taking the 
challenges in his stride. 

Since joining Merloni in Janu- 
ary after meeting the head of the 
Merloni dan for tbe first time 
only two months earlier he says 
be has been “like a kid in a 
candy shop”. 

He is particularly enthusiastic 
about the latest software tech- 
niques by which washing 
machin e s c*n he prog ramme d to 


use “fuzzy logic” to work out 
how dirty clothes are and adjust 
' tbe r washipg cycle accordingly. 

: ’-Caio -'who gained, his computer 
science degree from the Politeo- 
nico di Milano - Is similarly 
impressed by Merloni’s computer- 
aided design techniques. Using 
methods borrowed from the aero- 
space industry, engineers can use 
“virtual imagery" to complete the 
designs of new dishwashers in 
about half the time of five years 
ago. 

But Caio has another side, 
which perhaps stems from his 
five years in London in the late 
1980s as a McKmsey management 
consultant, where he worked 
mainly in the consumer electron- 
ics, media and telecoms indus- 


tries. He is intensely interested in 
how companies can expand and 
maintain competitive advantage, 
and how ideas can migrate 
between different business sec- 
tors. 

In white goods - as in many 
areas of manufacturing ♦p^hnifl al 
excellence will carry a company 
only part of the way, be says. 
That means grinding out profit 
from reducing factory inventory 
and supply bottlenecks. 

Tbe white goods industry is “99 
per cent perspiration", be says. 
“Creativity is welcome, vision is 
of the essence, but at the end of 
the day the driver is cost, cost, 
i cost." 

It is this attention to detail that 
has gained Caio the admiration 
of Joseph Bower, a Harvard Uni- 
versity professor and an expert 
on the white goods business. “To 
make money in this industry, 
you've got to be disciplined in 
execution and Caio has tbe man- 
agement skills to succeed,” he 
says. 

As befits someone with his 
business school background - 
Caio spent a year at inanad In 
Fontainebleau in the mid-1980s - 
he also sees the need to improve 
- returns to shareholders. 

Merloni’s shares woefully 
. underperformed tbe rest of the 
Milan stockmarket during 1995 
and 1996. The message may 
already have got through to 
investors. Since bis appointment, 
the shares have risen 40 per cent 
against other Italian stocks. 

As far his contacts with Vit- 
■ torio Merloni, Caio says the two 
*men speak every day and are “in 
fundamental agreement" about 
most elements of how to effect 
the transition from a family run 
company to a more orthodox cor- 
poration. “He has an enormous 
amount of stuff to teach me and 
great intuition. It is a calm and 
serene environment" 

But Caio has no Illusions as to 
the speed with which tbe axe 
could falL “I am confident I can 
make the bottom line better. If I 
do it, the company will flourish 
and I will do fine. If not I win be 
out" 

Peter Marsh 


FT GUIDE TO: 


JUNK BONDS 


Why are so-called junk bonds bade in the news? 
European companies have revived the market 
Bond issues launched since April in the D-Mark 
and sterling sectors have met a very enthusiastic 
response from investors. Bankers expect more 
than Slhn of new bonds before the end of the 
year. This amount could double next year and the 
total size of the market as it matures should reach 
upwards of $20bn. 

What exactly are junk bonds? 

Mention the word junk and most bankers will 
tactfully suggest that “high-yield" is perhaps a 
better description for the bonds. 

They are speculative debt securities Issued by 
companies which have no ratings from the inter- 
national credit rating agencies or which are rated 
below these agencies’ “investment grade" thresh- 
old: BBB- by Standard & Poor's and Baa3 by 
Moody’s. 

In return for the higher risk, they reward inves- 
tors with margins over benchmark interest rates. 
An issue in D-Marks by Geberit, the Swiss sani- 
tary company acquired by UK venture capitalists 
Doughty Hanson, paid yearly interest of 10.125 per 
cent That compares with yields of less than 6 per 
cent on German government bonds. 

Why do companies want to issue such bonds? 
High yield bonds are one of the cheapest sources 
of financing for non-blue chip companies. You pay 
less interest than on a hank loan and you don’t 
have to hand out new shares to potential preda- 
tors. High-yield bonds can also provide the most 
efficient way to finance leveraged buy-outs or 
corporate restructurings. 

Why are they described as “junk"? 

The term has stock since the late 1960s and early 
1900s, when some Investors in the US markets for 
low quality corporate debt found themselves hold- 
ing almost worthless pieces of paper. 

Junk bond prices fell sharply on several occa- 
sions following defaults by borrowers and panic- 
inspired sell-offs. 

What is Europe's experience of such bonds? 
Europe's only' previous Experience was in Switzer- 
land, where a lively market for low quality corpo- 
rate bands was deserted by Investors in the early 
1990s after a number erf defaults. Issuers included 
Polly Peck, the UK company which subsequently 
became insolvent, and Australia's Bond Corpora- 
tion, which became mired in legal 
controversy. 

Bankers in the present market are adamant the 
mistakes of the past will be avoided and they are 
emphasising the importance of providing detailed 
information to investors. 

Investors will also note the status of the market 
makers - blue-chip investment hanks including 
Morgan Stanley, Credit Suisse First Boston, JJ?. 
Morgan and Merrill Lynch. 


Aren't junk bonds what Michael Milken was 
imprisoned for? 

No. Milken is credited with setting up tbe US junk 
bond market in the mid-1960s. But he was impris- 
oned on an unrelated charge of securities law 
violations while at Drexet Burnham Lambert. 
Bankers involved in the new European junk bond 
market wish to distance themselves from Milken. 
Many, however, profess sotto voce admiration for 
his visionary role In initiating what was to 
become a $220bn market in the US. 

Which companies have issued high-yield bonds 
recently? 

Geberit is widely credited with kicking off the 
market in March, when it launched DM160m of 
10-year bonds. Exide, a leading manufacturer of 
industrial and automotive batteries, followed. Cas- 
tle T ransmis sion, the TV company that bought 
the BBC’s transmission network in the UK, issued 
the first deal in sterling. The latest issue, again in 
D-Marks, was by Impress Metals, one of Europe's 
largest aluminium packaging companies. 

How do investors deal with the risk associated 
with these instruments? 

There are ways to reduce the risk of default 
through diversification. The theory is that by 
holding a very diversified portfolio, the effects of 
one - or a few - borrowers defaulting are minim- 
ised. Studies by banks and rating agencies have 
shown that in the past the extra yield offered by 
these bonds has more than compensated for the 
amounts lost through defaults. The trick is to 
hold many different bonds, so that when one 
borrower misses a payment, the loss amounts to a 
very small proportion of the portfolio. 

Then surely, it must be easy to make money on 
junk bonds? 

In theory. In practice, the necessary diversifica- 
tion requires huge amounts of money. That 
makes the market only accessible to large institu- 
tional investors. In Europe's fledgling market, 
there are too few issues to allow effective diversi- 
fication 

Investors in the handful of existing deals have 
to dedicate great effort to analysing the compa- 
nies that issued the bonds. In the future, if the 
market’s growth continues, it is likely that speci- 
alised high-yield investment funds will be set up. 

What effect wfll European monetary union have? 
European bond traders make most of their profits 
by exploiting differences between interest rates 
and currency levels across Europe. 

In a single currency environment, the main 
source of bond trading profit will be from differ- 
ences in the credit (or risk) quality between 
bonds. Junk bonds are expected to flourish. 

Samer Iskandar 
and Edward Luce 
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Peter Norman • Economics Notebook 

German tax grail recedes 

Reform of the system has become mired in endless discussion 


The German government’s drive 
for a far-reaching reform of the 
country’s income and corpora- 
tion tax systems is turning oat 
to be-a cautionary tale of lope 
over experience. 

When in January Theo Weigel, 
tbe finance minister, launched 
government plans for radical 
cuts in tax rates that would be 
largely financed by a broadening 
of the tax base, hopes were high 
that they would provide a supply 
side boost to the economy and 
give Helmut Kohl’s coalition a 
political: shot in the arm. 

- The tax reform is being exam- 
ined by the Bundestag’s finance 
committee in preparation for its 
third reading by the lower house 
at the aid of this month. 

It has become mired in seem- 
ingly endless discussions that 
have involved the opposition 
Social Democratic party as well 
as the coalition partners com- 
prising Kohl's Christian Demo- 
cratic Union, Waigel's Christian 
Social Union and the small tax- 
cutting Free Democrat Party. 

A succession of proposals and 
counter-proposals, including 
reform blueprints from the SPD 
and opposition Greens, have left 
the public, badnesses and .com- 
mentators confused and con- 
vinced of only one thing: that 
tax increases are more likely 
than a simplification of the sys- 
tem arid a substantial net easing 
of the tax burden. 

When presenting his plans, 
Waigel spoke of DMSObn 
(£L0.6bn} of net tax cuts from 
January 1 1999 and a sharp cut 
to 89 per cent from S3 per cent in 
Germany’s top income tax rate. 

Since then, unemployment has 


soared and estimates of tax reve- 
nues have been revised down- 
wards. forcing the coalition par- 
ties into fraught discussions 
about bow to fill gaps of DM20bn 
to DM30bn in the federal budgets 
for this year and next 

But undeterred, leading politi- 
cians have held to the grail erf 
tax reform and its supply side 
promises. Wolfgang Sch&uble, 
tbe leads* of the CDU/CSU MPs 
in the Bundestag, this month 
outlined a scenario in which tbe 
goye m nwgit would privatise vig- 
orously during the next two 
years as a “bridge" before the 
rewards of an improved tax and 
social security system flowed 
back as increased revenues. 

When a serious politician like 
Schauble holds out such hopes, 
it is time to take a closer look at 
Germany’s fiscal predicament 
and other countries’ experiences 
with tax reform. The result is 
sobering- 

Germany’s tax reform plans 
have boon under a cloud since 
last month when the Bonn 
finance ministry’s tax estimates 
committee forecast a DMIBbn 
shortfall in expected revenues 
for the federal, state and local 
authorities this year, and short- 
falls of more than DMSObn in 
1996 ami the two following yearn. 

The expected revenue losses 
were notable for being set in. the 
context of continuing economic 
growth with nominal gross 
domestic product expected to 
rise by 3J5 par cent the year, 
between 4 and 4^ per cent In 
1998, and by 45 per cent annu- 
ally in 1999 to 2001- 

There had already been some 
erosion of the dose relationship 


Taxr« venue hopes slide 
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between the growth of the econ- 
omy and tax revenues. Hermann 
Rfimsperger, chief economist of 
BHF-Bank in Frankfurt, points 
out that the share of tax reve- 
nues in GDP fell from 24J5 per 
cent in 1992 to about 23.2 per 
cent last year despite numerous 
tax increases since German 
reunification. 

However, the latest tax esti- 
mates came as a shock. Special 
factors were partly to blame. 
Germany's recovery is export-led 
and has contributed little to 
VAT income. Rising unemploy- 
ment, low consumer juice infla- 
tion, and modest wage settle- 
ments have depressed revenue 
from income, tax. 

It is undear how far tax reve- 
nues will bounce back. ’Ger- 
many’s high tax rates have 
almost certainly influenced tax 
payers' behaviour, giving a spur 
to the black economy and 
encouraging large corporations 


to shift some tax liahfltttes to 
subsidiaries abroad. 

' Andrew Dilnot, director erf the 
Institute of Fiscal Studies In 
London, wains that it would be 
“very foolhardy” for a govern- 
ment to build hopes of returning 
to a sustainable fiscal base on 
assumptions about the impact of 
future tax changes on develop- 
ments in the economy and 
peoples’ behaviour. 

Britain's supply side tax 
reforms in the 1980s may have 
spurred some individuals to 
greater effort and have contrib- 
uted to a favourable environ- 
ment for inward investment. 
But, according to Dilnot. there is 
no evidence that they boosted 
the UK's long term non-inflation- 
ary rate of growth and its capac- 
ity to generate tax revenues. 

SchSuble’s vision of a secure 
fiscal la ndfa ll at the cad of the 
privatisation bridge could there- 
fore be an illusion. 


Moreover, it is increasingly 
uncertain whether the Bonn gov- 
ernment can push through a tax 
reform worth its name. Supply 
side tax reforms are expensive. 
In a democracy, it is necessary 
to have more winners than los- 
ers. Vested interests need to be 
bribed rather than persuaded to 
give up privileges. 

British experience in the 1980s 
suggests that the shift to lower 
tax rates and a broader tax base 
requires a strong executive or a 
buoyant economy and preferably 
both. 

Such conditions enabled the 
Thatcher government to cut tax 
rates in the years to 1988. In the 
late 1980s, before the UK econ- 
omy was derailed in an inflation- 
ary boom and bust. Britain was 
paying off debt rather than bor- 
rowing. 

By contrast, the present Ger- 
man government is a vulnerable 
coalition presiding over fragile 
public finances. It has become 
dear that Waigel’s promise of 
DMSObn In net tax cuts was 
based on optimistic arithmetic. 

Germany’s political parties 
have very different ideas on tax- 
ation, fnaldng the government’s 
belief that It could secure parlia- 
mentary approval for its reforms 
against the will of the Bundesrat 
“ the opposition-controlled sec- 
ond chamber in Bonn — appear 
quixotic. 

Some tax changes are almost 
certain to emerge freon the pres- 
ent haggling and some may be 
implemented as soon as 1998. 
But they win not be the prom- 
ised “reform of the century" that 
would help cut Germany’s record 
unemployment of 4&n. 
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Tony Jackson on the art of getting value for money from management consultants 


M anagement consul- 
tants are good at 
telling you how to 
manage your busi- 
ness. But how do you manage 
them? How do you ensure they 
fulfil their promises and give you 
value far money? 

We put the question to a group 
of senior managers (see below) 
from big US companies at a 
round-table discussion in New 
York. All h»d used consultants, 
and some had consulting experi- 
ence. All agreed that consultants 
could be immensely useful, but 
needed careful handling. 

Q: In general terms, when and 
why do yon find yourselves 
□sing consultants? 

Bohlen: There are three areas. 
One is to verify whafs going on 
in the marketplace, and where 
you stand in benchmarking 
terms. The second is filling In 
holes or expanding your band- 
width. A lot of people have over- 
downsized and no longer have 
fht> capability to do that. 

The third area is one of specific 
p yp py H go, such as installing our 
SAP [software] project There, we 
try to find the absolute best, 
write a very specific contract on 
what we want done, and when 
we're finished that's the end of it 
My problem with a lot of con- 
sultants is that once in the front 
door, they spend half their lives 
trying to stay there. [Also] they 
have a specific way of looking at 
a problem, and aren't willing to 
sit down and look at how 
Hewlett-Packard does a process 
or why we do it that way. 

<£ Hie consulting industry has 
been growing at about 20 per 
cent a year recently, much faster 
than its clients. From yotzr own 
experience, do you think that 
will continue? 

Bohlen: I think so. Besides pro- 
jects like SAP, another factor is 
fierce competition in the global 
environment. A lot of companies 
— anf i rd include HP in this — 
were very US-centric until a few 
years ago. They had vary little 
understanding of the global 
approach to things. 

Q: Can companies come to rely 
on consultants too heavily? 
Darien: I saw one almost take 
over a part of Merck. It was 
frightening. You couldn't tell the 
employees from the consultants. 
Barron: rd say the client is ulti- 
mately responsible [for that]. I’ve 
never met a quality chief execu- 
tive or group president who 
defaulted to consultants. If he 
did, he couldn’t, by definition, 
have been a terrific executive. 
Huels: I agree. Consultants want 
to make money like any other 
company. You have to watch out 
for that and control it You have 
to sit with them, sometimes on a 
daily basis, and insist they do it 
your way. 

Another thing we’ve learnt is 
how to accumulate the know- 
ledge in our own people. So I'm 
slowly starting to use our people 
as internal consultants, which is 
cheaper. More important, our 
people listen more to their own 
people. The word “ consultant"’ 
has become negative. 

Q; Why? 

Huels: Sometimes there's an atti- 
tude problem with very young 
people making a lot of money. 
And they tell older people who’ve 
worked for 20 years how to do it 
Maybe also it’s because consul- 
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tants explain things to senior 
management which people in the 
organisation already know. They 
told their middle management 
the same story, but middle man- 
agers didn't listen or blocked it, 
because they were afraid far their 
jobs. 

Bohlen: I really believe in the 
concept of knowledge transfer. If 
I pay to bring those people in, I 
don’t expect them to leave with- 
out having transferred their 
knowledge to my people so that 
they can move forward. 

Q: How do you check that? 
Wolff: Disengage the external 
consultants before the project is 
done, and let the Internal people 
carry on the activity. 

Bohlen: If your people know 
they’re going to have to carry on 
the project, and they don't feel 
good about the knowledge trans- 
fer, they're going to let you know 
real fast 

Q: And how do you tell if you’re 
getting value from a project as 
you go along? 

Huels: You agree on deliverables, 
on milestones and timeframes. 
My habit is to step into the meet- 
ings. Be very dear that it never 


becomes a consultant project. 
The project leader is always 
somebody from our side. 

Q: A lot of consultants prefer to 
be paid by results - for instance, 
as a proportion of savings 
achieved. Does that appeal? 
Huels: We’ve discussed incentive 
payments, and we get some 
offers- But the danger is if you 
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agree to pay 30 per cent or 40 per 
cent of savings, t hen they take 
over. They push it through, they 
leave, and then it falls apart 
Darien: At first blush, it looks 
attr ac ti ve. If somebody's going to 
re-program your phone network 
and you're going to save so many 
dollars, they can get paid by how 
much they save. 

But if you’re dealing with less 
specific thing s, there's an incen- 
tive for them to Start tearing 
thing s apart. You may not find 
out till three years later that 
what they did was great in the 
short term, hut is going to cause 
holy hell further down the road. 
Barron: Incentive stuff has beat 
around for 50 years, in the form 
of factory-based weak: figure out 
the workflow and chop heads. 
That's a pretty seedy side of the 
consulting business, and I could 
name you some firms that prac- 
tise a nicer version of it But the 
real value-added incentive stuff 
requires enough control to 
deliver the goods. 

Q: How many consulting firms 
do you use? 

Barron: In D&B at any given 
time there might he 50 firms. But 


we’re a TO,000«mployee company. 
You’re curing multiple func- 
tions, 25 subsidiaries, big change 
pr ogr am mes, trivial change pro- 
grammes. 

Dar ien: I would be willing to 
wager $10,000 that there is no 
CEO who knows all the consul- 
tants that are kicking around his 
company. It's just impossible. 
Bohlen: I'd agree. At any time, 
we’ve got God knows how many 
consultants wandering around. 
But one benefit of our shared ser- 
vices is that, for the first time, 
we can teD how much we’re 
spending by vendor. 

Wulff: We track worldwide 
spending as well. Admittedly, in 
some that may be some- 

what after the feet. 

Q: Blow well do consulting firms 
run themselves? 

Barron: I think ther e's a big dif- 
ference today with the major 
firms. The Information flow is 

now technology-based and global. 
McKinsey knows as much in 
Tokyo about how they do XYZ- 
type projects as they do in New 
York. 

A decade ago, it was all in the 
heads of individuals. The only 
way Boehringer, say. got good 
service from Price Waterhouse 
was for Price Waterhouse to get 

the right people in a room, find 
the last 10 reports and noodle 
around. It wasn’t very productive 
for the client 

Q: Does the way they run 
themselves have something to 
teach yon? 

Bohlen: Some people in the 
industry feel that, and they’re 
the ones I have the sharpest dif- 
ference with. When it comes to 
re-engineering or installing SAP, 
the part they really miss is the 
amount of effort, human sweat 
and tears and handholding it 
fafrpg to rnakp these thing s suc- 
cessful Nine out of 10 of£hem 
don’t have a clue. 

Q; How can they do their job 
better? 

Wulff. This may be a little unfair, 
but my sense is that in toms of 
■running their own shops, they 
could be a little more focused on 
manag in g costs. 

Huels: Partly, you can control it 
We’ve had consultants who went 
to the most expensive hotels and 
rented big cars. But you have to 
discuss this upfront Are you pre- 
pared to stay in this hotel, use 
this cat? Take it or leave it 
Barron: But one of the troubles a 
large firm has is that its eco- 
nomic model requires that each 
of the players generates a lot of 
revenue. The top 20 have a pre- 
set model of bow they do things, 
and that relates to cost [It’s] hell 
breaking them out of that 
Q: Hag your experience of con- 
sultants Improved over the past 
five years? Do they give better 
value or worse? 

Darien: That depends on the 
learning curve of the client I’ve 
gotten better value, and gotten 
smarter at working with consul- 
tants. I don’t know they've neces- 
sarily become more efficient. 
Their job is to generate billings, 
and they'll generate as much as 
they can. 

But it’s buyer beware. It’s the 
responsibility of the client to 
manage the consultant A novice 
customer probably gets billed 
mare than a knowledgeable one. 
But maybe that’s no different 
than any other business. 



TheAtoremere ‘We rarely <fiacu» business at home 1 

PARTNERS 


Angela Mortimer 


AngelaMorti me r 
and her husband 
Jdhn.poth 52, 

secretarial- 
refcmfimeni 

,bt&nes&m 1976. 
In I993 d^ ^dB^^o^inders, 
an agmcv^otdiB^g''hi i sn8din 
lamatrheriL Aneeb^fOrinm 
plcnotc has nine offices " 
throughout fhe UKand anein 
Paris. Arnuud-tumooeris Euan. 


boss who only wants staff 
shorter than himself. If I know 
a good secretary who is 2tos 
taller I tell her to sit down 
quickly. Being successful in 
this business is about being 
good at psychology.” 


■ Angela: ■^Whewweshartedtiw;- 
business Idhhrt want tube . 
self-employed, Fdprevfonsiy 
worked as a primary school 
teacher, then a recruitment 
. consultant, so Fd beerusedto 
drawing a salary. To ; 

. psyriiologiciiHy propiue up^ 
John gave m* a cheque at the 
Bin! of each m«nrtli- 

•' He also gave me a good piece 
of advice^ which; was: ‘Men just 

talk louder, which doesn’t 
mean, whafthey §ayjfe any 
more valuable.’ Showing that 
gavemea lot of confidence to 
theeariy days. John’s still my ’ 

'• ynHti and BMB lo r, p r ovi der 
(ffcompai7stnrtegyandthe 
one who looks after the /"’■ 
accounts. It's fortunate that he 
excels in the' areas that leave 
me cohL-tflnd dealing with ; 
money vuey dreary, Td much - 
:• rather be in midst of the office 
mayhem.: 1 

■ .When we opened, no one hr. .. 
the market was offering any . . 
kind of career counselling for 
. secre tarie s. Thege were women 
who could nuke a real . ’ 
difference to a company^ yet, ■- 
they were treated as if a*ey . 
didn't matter. The majority of 
high-street agencies would send, 
them fear one job interview and 
tfthey didn’t fikeiVtaUgh- We 
send our candidates-td at least 
. five Interviews, and spend time 
discussing the pros and coas of 
each joh. va: ; ‘ 

The majority of employers 
want their secret a ries to be ' 
efficient aboveanything else. 
CkxaalonaUy weget the odd 
tpifrby' i eqn fr e3 nent .i y cfctbe; \ 


John: “I made a deal with 
Angela that if I set up the 
Infrastructure and she did the . 
recruitment, we’d end up with 
a imcxxmXul company. I 
planned to carry on with my 
- own carpet-cl ea ning bu siness 
and do her accounts an - ' 
Saturdays, but within months I 
became totally immersed. 

. S»qnickly built up * . 

reputa tio n for getting It right 
first time. She’s very insightful, 
both witir the client and the 
candidates. She’s also 
courageous, in that she’s not 
frightened to ask for people’s 
time, no nmtterbowimportant 
they are. She makeithemait 
down and say exactly what . 
they want. . 

Most Bnglisfa people aren't 
developed when it comes to 
ambition. You can tell than 
they can be successful, show 
than how to do ft, yet in the 
end they won't be bothered. 
Angela’s one of the those ; 
people who says.- Teah. rm 
going to do that.’ and gets on 
with it- . v .,V 

I couldn't imagine going . . 
’home to a wifewfaoasked. - 
about my day at the office, Fd 

find It a real pain. I want her . 
oat there, doing things with 
me. 

The thing we have to he most 
careful aboutii.coodsmanl- 
cation. When you wot ; - 
together there is a tendency for 
laziness to creep to, not only 
between us, but wife the staff. 
They assume that we discuss .. 
everything that happens at 
work. 

We rarely discuss business at- 
hoxoe because a one-to-one • *v. 
meeting with Angela wouldn't . 
be cost-effective.” . 




LANGUAGE COURSES 



FAST. EFFECTIVE. AFFORDABLE 


Would speaking your 
Customer's language 
have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not ? Did you lose out to a competitor 
who cfld speak the language of the customer ? 
Don't let it happen again - 


Can BERLTTZ for details of 'Doing Business in' 
French/Gennan/Spanish NOW on 

0171 -915 0903 
0121 - 043 4334 
0161 -226 3607 


- * A I : 7 : 


Helping foe World Corrvrturricate. 


;a R E G E N T 




LANGUAGES 
FOR BUSINESS 


* TaSored tuition for buswss people 

• Courses for txfttduals and groups 

* r company or at qu - canoes n 
London, Oxford, Brighton and Kent 

♦ Expert leading In over 40 
languages inducing Engfish 

Rasant Ungoaphem 
5 PercyS^ London WTP 9FB 
Telephone: 0171 637 8041 
Fac 0171 580 0122 . 


RUSSIAN 


LANGUAGE COURSES 

In St Petersburg, Russia 
http^Amra^pbmfeducacentre 

•Pure RUSS LAN r Courses: from 
Beflirmers to Proficiency: General, 
Busirwss. Executive and Special 
Courses; Accommodation, Visas 




Call: 812-2741220 
812 -2741528 (Fax) 
Rusatoi in ImperiaKhptai ctftaofa 


CONFERENCES & EXHIBITIONS 


A re you oblivious to other 
people's feelings? Slow to 
realise that your colleagues 
are upset or angry? Unrea- 
sonable? Always Interrupting con- 
versations? Do you have difficulty 
following commands? 

If you answer yes to much of the 
above, there is no need to feel bad. 
The chances are that you are a 
bloke, and that you can’t help your- 
self. 

Thanks to scientists at the Insti- 
tute of Child Health, we find that 
there may be a special gene that 
controls “social cognition” - which 
is switched on in females and 
switched off in males. 

If there is any truth in this . It 
seems that they may have inadver- 
tently stumbled an the management 
gene. The unfortunate behaviours 
outlined above, found to be more 
common among boys than girls, are 
almost exactly the same ones that 
trendy management books argue are 
most likely to ruin a manager’s 
career. What the scientists call 
“social cognition” is similar to what 
Daniel Coleman has famously 
labelled “emotional intelligence". It 
is supposed to be precisely what is 
needed if you want to succeed. 

This presents a puzzle. If these 
skills are the crucial ones, and if 
they are more common In females 
than males, one wonders why it is 
the males who are at the top. It is 
possible that these traits are only 
recently in such demand. In the old 
days of grand hierarchies they may 
have even been a handicap. On this 
argument it is no coincidence that 
women are now catching up. Accord- 
ing to a survey published today by 
the Institute of Management, the 
numbers of women in management 
are rising at all levels, and their pay 
is going up too. 

But when you look at these 
women, doubts arise. They seem no 
better at "social cognition” than 
men In similar positions. 


Why bad management 
is all in the genes 


SEPTEMBER 15-17 
Second Roundtable with foe 

Government of the Republic 
of Slovenia 
With the particiintiiM of 
Prime Master Dr Jsrm Dmondt 
and hry mariners. 

Far further mibrmatMa contact: 

Ms Gcrlinde de LeananHs 
The Eoxwmia Conferences 
Tel: (43.1)71241 61 32 
Grand Hotel T 


OCTOBER 2 & 3 

The9foFTWorWMobie 

Ocrnmunicrfans 

Speakers include: Stephen Perth. Cable 
and Wirekaa. Kijvyuiu Tnijiiiiwa. NTT 
Mobile C ttamnniari aa Network, Join C 
Carmpon. Mettle Systems taKnudcuaL 
TodtoOufiy.TdH Telecom. 

Contact Sin Fancourt, FT Conference* 
Tcfc+44 171 8962626 
Rue +44 171 896 26961/2697 
c-imD: dufi^pranon-pnuom 

LONDON 






The Essentials of 




SfcPTfcfiBER 24-25 Luxembourg 
OCTOBBR7-8 Geneva 
Focus on foe New Legal 
Measures Mfweto Laundering 

The denunc ia t i on dray aid die ex teno u n 
ot The lannlmra crime ro ofoer affimees 
a new breach in the banking wcrcL? 
RepuhO: and Cmuo of Geneva. Federal 
Office of Police (CH). Cabinet Aiaa. 
Lugen &. Sdaaclc (LX Minisry of Jinnee 
lU, Banking Training insthme (Lux). 
nSftdacnasm FTnbacribenL 
HR -Hi 331 46993D2P fec33 1 4605(293 
* & Geneva 


OCTOBER 14-16 
TeleCom Power Europe ’97 
Commercial Teiecominunlcatfans 
for Bedrfc Utffldes - Conference 
& Exhibition 

Contributors; EC. Norwcb. Ennui. 
Enngls. AllateL Tcl-Encigo, Enltel, 
Bayetnwerk Netcom, RWE Tdliancc. 
Kynshv Electric Power. Yorkshire 
Bcctricty. 

High lewd! Penn Well c&E. 

Elly Kreijkcs Pb«s *31-30-26 50963 
Fax; *31-30-26-50-928 
Ammrtaa. THE NETHERLANDS 


International accountnis 
hannonisation is cutrin to become 
one of me most important financial 
decisions of the next century. Attend 
titis 3 day trahring course and 
ensure you have a competffive edge 
in todaft muRina&ona) busbwss 
envfronnnre. Learn about Sr 
current and possible WreaBonaJ 
taouathg Studants [MS), 
EwopeanaccounUng differences, 
and traditional financial ratio 
analysts tectaiiQUSS. 


For tofea- atomadon cmiBGt 
TraqrJHiandatFFon 
Tat 44* 171 3443924 
FfflC +44 171 344 0083 


tfdlFF 


London 


To advertise contact Vivienne Eka on 
+44 171 873 3507 or Fax +44 171 S73 3098 


Lucy Kellaway 


This leads to an interesting rever- 
sal. We used to think that men and 
women were bom the same, but that 
society taught the girls to be sensi- 
tive and intuitive. Now it seems that 
women may be bom with an advan- 
tage, hut that those who c limb the 
greasy pole - erected by males in 
the days of male dominance - 
unlearn the very skills that they 
will need if they plan to stay at the 
top. 


Performance-related pay has been a 
failure. It makes people resent their 


colleagues, it demotivates them, it 
causes their work to deteriorate 
because it makes them put all their 
energy into hitting the performance 
target rather than doing the job to 
the best way they can. Test .after test 
has shown this to be true. 

We also know that money is a bad 
motivator of people. It encourages 
then for only a short time, and ever- 
increasing sums are needed to 
achieve the same effect. It also 
undermines the whole point 
of teams: how can you work 
together when every man is for 
himself? 

Last week’s London School of Eco- 


nomics report on performance 
related pay at the Inland Revenue 
said all of this again, but with some 
hard numbers attached - two-thirds 
of Revenue staff were more unwill- 
ing to help each other than before. 

With results like these yon might 
have thoug ht co mpanies would be 
dropping these schemes with alac- 
rity. Instead, some organisations 
are still putting them to, while 
others are tinkering with existing 
schemes. 

Not only would dropping them 
altogether improve motivation at a 
stroke, it would save on all that 
expensive admin. One wonders 
whether companies’ stubborn persis- 
tence has anything to do with the 
fact that to abandon performance 
pay for the rank and file might focus 
attention on the rather more lucra- 
tive performance pay offered to 
people at the top. 


u I WAS 'TWC most 

S£W5l Ti VE ArrLlCAHT 


FoK Ttfc So£>. 





BfMK 


The average office memo or business 
letter makes painful reading. But 
now a new book promises to get us 
all writing beautiful business prose 
to no time at all. 30 Minutes To Suc- 
ceed in Business Writing is full of 
advice with which It is impossible to 
disagree. 

The most common, way of ending a 
sentence, the book tells us, is with a 
foil stop. It goes on to add that a 
question mark can also be used, 
although this is only reco mmend ed 
when the sentence «mferin« a ques- 
tion. 

The publisher, Kogan Page, is 
being a little optimistic. When 
people have failed to learn these 
things in their lives so tar, the 
fbnnr-P f of plrMng thfire up in 30 
minutes seem slim. But the book 
raises a more intriguing .^juestion- If 
managers have not heard of full 
stops; how on earth, did they get to 
be where they are? By being socially 
cognitive, one supposes. 
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BUSINESS EDUCATION 


John Au thers examines a novel scErttip which trivRs / : — > 

hii«inRCQ ,u i- ; r — -- - -- - Lcc£,mifc&mzPm&m\p STWBirM 

— _ bb siuaents the chance to be real entrepreneurs | sw w£ svitroa f#m immwouxv qesb&m \ 

to Btefr-Memus-iHTo -CW> BESEAec+t 


U CLA's Anderson School 
of Business has decided 
to stay close to home 
when its entrepreneur- 
ship MBA students ffnfl work expe- 
rience placements. Mostly, they 
just stay on the Los Angeles cam- 
pus and help the university's scien- 
tists develop their research for the 
private sector. 

This is thanks to an innovative 
scheme, now in its second year, 
which the university originally 
adopted in a bid to solve the prob- 
lem, common to hi ghe r tvinfetinn 
throughout the world, of retaining 
academic scientists who have com- 
mercially viable research. 

Often scientists who have no 
great desire to run a company fiwrf 
they are virtually forced out of a 
university if they want to develop 
an invention. The only alternative 
may be for the university to sell 
the rights. 

UCLA’s Ventures programme 
allows its researchers to develop 
entrepreneurial plans, from which 
they can personally benefit. But 
they must use students fr o m the 
entrepreneurship course at the 


California 

dreaming 


NEWS FROM 


CAMPUS 


business school, most of whom 
already have several years' experi- 
ence running small onmp g^ f^ 

This had appeal for the academ- 
ics. Asim Dasgopta, a professor of 
Immunology who had discovered 
an antiviral agent for use a gwtrip t 
hepatitis A and C, put it this way; 
“We were being offered bad deals, 
and the next phase of the work is 
something we could easily do, so 

why give it up?” 

The genu of the Ventures idea 
came from the business school. 
“The real genesis came from the 
fact that 1 have very entrepreneur- 
ial MBAs, and if 1 saw another 
tack y restaurant scheme I was 
going to scream,'’ says Alan Care- 
red, director of the prog ramme 

Now, the programme has 
extended to cover 75 MBA stu- 
dents, on secondments lasting from 
six to IS months, working out busi- 
ness plans and readying companies 
for the market. 

This is a specialist task Accor d- 
ing to Carsrud: “It’s not like we are 
trying to reinvent the infrastruc- 
ture which is already there: We are 
trying to fit the gap between the 


idea and convincing someone to 
put money in it" 

Working on the programme 
helps students amass credits 
towards their MBAs, which 
ensures loyalty. It also maane they 

will soon be available for the job 

market - about half of those who 
have taken part so far have been 
offered jobs with their partner 
company. 

Academic foundations have 
already provided the money to 
allow them to work on a folly paid 
basis through university vacations. 

S tudents are chosen and 
allocated to a company the 
year before they start. The 
Ventures programme itself 
uses a rotating staff of MBAs, so 
that it does not need high over- 
heads. 

The programme has also made it 
possible for UCLA to systematise 
its efforts to profit from research. 
Previously it lacked the manpower 
to determine the potential of every 
piece of technology which emerged 
from its laboratories. 

Using higher education to nur- 



ture startup companies is not a 
new idaa, particularly in the high- 
tech sector. Commercialisation in 
the UK has seen most universities 
branch into technological man- 
agement consultancy, while the 
concept of science parks near big 
universities Is also well estab- 
lished. 

However, Carsrud describes 
these parks as "real-estate ven- 
tures”, and he suggests that UCLA 
is going further in th« continuity 
of the business support it provides. 
The presence of the business 
school also helps to ensure a 


reasonably constant personnel. 

Most of the companies set up 
under the scheme so far are based 
on medicine and biotechnology, 
like Dasgupta's Vlrasim. This is in 
line with UCLA’s traditional spe- 
cialisms, producing therapeutic 
drugs or offering test services for 
life-threatening illnesses. 

But the idea is spreading beyond 
sciences. The Ventures programme 
is now working on The Virtual 
Archaeologist, which allows its 
users to make archaeological exca- 
vations ™dng nothing mare than 
interactive technology. 


Investment in 
Chinese success 

With the re-accession of 
Hong Kimg to China, many 
nmltt p a fln nalg may be 
considering the best way to 
invest there. With this in 
Brind, 2MD fe naming * 

. o ne -we ek course hi Beijing 
and Shanghai in October 
designed to focus on the 
dfeUncitofmtarBs of 

|mdna« In -matnlarul 
(!Mwa . 

TTw programme, which 
wfll be conducted in 
Engfish, will look at 
marketing, manufacturing 
and managing money flow 
in China and will include 
fl O n wunra visits, 

1UD : Switzerland. 21 618 
0111 

How to master 
consulting skills 

A masters degree which 
has been developed by 
consultants for consultants 
win be offered by Ashridge 
Comnltt m . the ctmsulting 
arm of Ashridge 
management college. The 
first course will begin in 
September this year. 

The MSc in organisation 
consulting to a two-year, 
partttma course with an 18 
iwwrfh ♦wiglrf algmwrt and 


a six-month period 
allocated for research and 
a dissertation. 

The degree Is designed 
far people with ex perie nce 
in project management, 
internal or external 
consol tasty or change 
manageman t 
0 Ivy Madungandaha, a 
mother of four from 
Atteridgevllle, South 
Africa, has won the 
Ashrtdge Walter Sisulu 
Management Prize and has 
started a four-week co a rse 
of study at Asbrtdge. 
Madxmgandaba has worked 
for Mjangs Investment and 
taught business economics 
atSanlridge High SchooL 
Ashrtdge: UK, (0)1442 848491 

Two degrees of 
high esteem 

Eddie George, g o v ernor of 
the Bank of England, and 
Sir Colin Marshall, 
chairman of British 
Airways, have been 
awarded honorary degrees 
by Cranfield school, of 
management. 

The degrees of MBA 
Honoris Causa were 
awarded in recognition of 
the men’s work in h*w«ng 
and business. 

Cranfield: UK. (0)1234 7S4 
3 48 


CONFERENCES & EXHIBITIONS 


The 1997 Conference ra 
Globalisation of the 
Securities Markets 

Uu la Morafloral Forom an M impact 
at GMflfiadtaa without otesUontia moot 
htportanl ben arfranting She kxfautiy 
KrtOLCtaMly IOSCO. G3A& H3* 
Ntfi tort waken touted Dr Edgv 
Cheng. Ctafcmm Hong Kong Slock 
Bcchange, Mr Left* CNef BaoiiHin 
HSBC mntment Be*. Story Sttapks. 
Prudent NASD ReguUan. Ron Marto 
Trusk* CzPERS, John Kanp-Wtidi 
CMmun London Stock Bodunga. and 
Dr ktartcMottw PraJdafTampteton 
Emagtag ftkrttt, among many often 

Rr tetter MonnBaa tatat 
Jaws Harper at Vsx 
TW: +*4(0} 171 419 1008 
Far *44 (B) 171 419 1B5D 


IFex 


London 


JUNE 30 - JULY 2 
Genomics: Commercial 
Opportunities from a 
Scientific Revolution 
How can industry, medicine and 
a g rimfau enake uae of gnome eeqnmce 
information for hnimw «nj other 
o rga n i sm !? Spealcen from five coaatriea. 
AnS&BdcnibdfjIxmy evexo. 

It* 44 (0) 171 235 3681 7049-252 
Rue 44 (0) 171 235 7743 


JULY 15-16 

Leveraging rtgh Fou-Cnmots: 

art In 
i Firms; 
tin the 


Qm mfr« finm j nlit w wt ifai w M, 

best practice: senior figures from both 
nkairy mat engine lie nee cfbmUp 
management to achieve co mpeti tive 
Kfcanp. UNICOM, c 01895256 484 

email: nlr^ HB ifnni ra nV 
ITBI -hrfp-//ww w intipBBi m ill- 

LONDON 



JUNE 17-18 

The Finance Scorecard 

This is designed to examaie 

w^ya in which tmmice executives can add 
value to the business. Case-study 
presentations from leading European 
cagamsttons ensue pmcocal advice and 
bard facts in rids iWKhy ca if c ioiLC far 
tenor finance eucmiya. ; . „ 

Contact Mict Gaynor at Business 
IntriHgruce Tt£ 0181 879 3355 
Pbc 0181 879 1122 EmaH: 
mMc ^y oo^tMiba» «Jl^sBCftCQ 1 A 1 
LONDON 

JUNE 19 
EV A 

Tins intensive one-day scminiir l A c tle a 
the key issue* facing companies in 
implementing Economic Value Added 
(EVA). Joel Stem, the world's 
rec o gn is ed authority on EVA, nmlinrs 
the practical steps towards integrating 
EVA into your company: 

Contact Mick Gaynor at Business 
bneffigtnce 1H: 0181 879 33S5 fee 0181 
879 1122 EjnaiLgaynoi® basin eaa- 
kdtaBBMOik 

LONDON 

JUNE 23 & 24 

The 2nd FT World AhmiMuni 
Conference 

Speakers confirmed for this event, in 
association with CRU international, - 
include senior executives from Alcan. 
Gencor; Alumax, Pechiney Rhenalu. 
Hoogovens. Marubeni. IndaL Chrysler. 
Airbus Industrie. US Steel Group. CD 
Carbon. Hlfcen. US Department of 
BwxyFATAHlJm^Cot^Natwca 
Securities Aisstra&a rod SOL 
Enquiries: FT Conferences TH: +44 177 
896 2426 fee +44 171 89626960697 

LONDON 

JUNE 25 

1st tntorTtattonalSyrnposfum 
on Selling & Major Account 
Management 

Heated by Swahany s on Botinem School at 
I+Mim w™* out r> Mtiafotr- 
Itanertidet fee sftnpoikm feaases apeskm 
from Europe: OS rod UK.1bpi m inctode 
key locpunt nro g mm. cus o orr rt i riii 


UTILITIES 2090: The Agrafe 
A Major ConfereMe on tin 
Future Reform of Utltfty 
Regulation in the UK 
R! Ron Margaral BactaM MP 
PrmUeat of tba Board of Ifefe 
Clare Spottiswoode, 0FGAS. 
Mike Hughes. Mkfeids Bectrioty 
Rofeor Bicksrslafle, Unison 
John Remmfng. CRPU 
Gerry Hottham, IPPR 
Linda Lennart, NCC 
To book a ptaca, pleas* tetopbon 
GoMdCnfemK ■ 

Tat 0171 222 2176 
Chwdi Hone Conference Crtru 


London SW1 


TEACHING WITH CASES 
WoriBbap for Maoagemeot 
Educators A Trainers 
Eminent can method tndun. 
Mtamt Entdoe and Leendoi are 
bringing tttirropertjse to WSEAD for 
this 4-t^ avert This workshop 
flspeto the mystfapa of cases, worttig 
hvoegh the case teaching process 
□stag: 

• SmaB gnwp dhomtane 

• Ptetary teething sessions 

• Bwcfces/teachfng ttuttgui 

• Teaching ehmUoM 

Novice and experienced Uecbera worir 
togettwr, dtsonnkig and rtrtog ktaro 
which wB naks man mom dbdta 
wag— t ntimdiin 
CoafestLBtafca(UX) 

Tet+44 (0)1234 752288 
HnfoLBMaOBXN.cnaWdJKJk 


France 


Ctaoracc Lisa R^nc. S cndpinym n bsttoas 
Ikfc 01703 319610 Fax: 01703 332627 
SOUTHAMPTON 

JUNE 26 & 27 

Futures & Options - Beyond 
the Basics 

Suitable for hdhridnals who undexstaod 
the basks. Support. Middle Office and 


those moving into Detiratiwm. Cowing: 
Exchange Traded & OTC • Pricing. 
Models and Influences on _ Price 

• Currency. Imcrat A Equky Derivatives 

• Managing Risk. £600+ VAT 2 Days 

■ftfc OT7l^Q2l23 Fuc 0171 6003751 
Email: SstesfltfltnrinntgilamiLCO.uk 
LONDON 


JUNE 27 

Advising Protesslonal Finn 

CUents on Practice Mergers 
and Fee Acquisitions 
Covering: Whet are a* firm's objectives?, 
selecting a suitable merger party, the 
agreemetU. poet-agreermut rod choosi ng 
and u^tg a comukanL CoR £280 + VKL 
CbnmeeTnBMeakm&BPP 
ftpfetsicnsl DevelopmcnL 
Td: 10171) 242 1122 

LONDON 

JUNE 30 - JULY 1 “ 

Making Efhcttw Pi ere n toBo ns 
• Planning and Structuring. Time 
Management. Rehearsals • Delivery 
-Rdariqnes • Now, Iflmal Aids • Use 
of Overheads and PCs • Handling 
QuotkinsSCCTVRoiePlays- 
2 Days £650 +VAX 

rtii jilne 

TO: 0171 6239111 fee 0171 £139112 

Internee hnptfwwwisijptacexMn 
Email: fiurplroeflfcnplsetcmn 

LONDON 


JUNE 30 - JULY 3 
Cotporato CredH Analysis 
Lending Officers. Credit Analysts. 
Risks A Credit Managers A Internal 
Andiron. Covering:- - Environmental 
Analysis • Industry Stability A 
Competitive Position • Management 
Assessment • Facility Structure • 
Problem Loans • Risk Raring Systems 
£990 + VAT 4 DAYS Contact TFU 
Training Department Tel: 0171 606 
00840171 600 2123 fee 0171 600 3751 
fi-mofc Satesfltfl-u^iimgdmonxaol: 

LONDON 

JULY 1-4 

Cashflow Analysis 
Omprinsne covermg corpomte 
cashflow a na ly sis. For anslysa widringto 
understand cashflow and a company's 
- ability to repay debt. • Undertaking 
Mcrorieal cashflows • Cashflow derived 
ratio* • lo terprea tk n • Pi o j ec u om based 
on historical data • Computerised 
scntirivfy analysis. 

Oamacc BPPfrahring fe Casan i trocy 
TO: 01 71628 8444 fee 0171 628 7818 
Emafl: BHTVsiniagflcou ffDaerv enom 
. 1XWDON 

JULY 3 

Cttfrans' Juries - Making 
BoKar Dectelons 

An gitrtnarimml sy mp o sium to laooch 
the report from the htsritnre for Public 
Policy Research on its pilot series of 
Citizens' Juries. The con fe rence will 
bring together UK and hnema-tional 
experts with others in t o rated in new 
stays of involving the public in policy 
and planning decisions. For derails 
contact: Neil Stewart Associates 
TO: 0171-222-1280 fee 1278 

LONDON 

JULY 7-9 

bntrtKfcicttonto Foreign 
Exchange & Money Markets 

• VXi Definitions. Influences and Key 
Ptryos • Mechanics of Spot rod Rraad 
Bt Brafat and Oeat Queodes eMcmgr 
Markets: Bank of Englnd Opcsstinns. 
Key Playcra. Cash Market b ist n anems 

• PhBRE, FRAs, huerea Rate Options, 
Capt,Cbaro&RoQDL,Sw^UL3Dsy*£82S 
Contact: Pteptaoe 

TO: 0171 6239111 Fa: 0171 623 9112 
liiMMf: hBpctfwww.ftnpii iw j wm 
Email: fiirptaaflfan pl acejo m 

LONDON 


Accounting for Derivatives 
As the numerous demands of 
derivatives handling Increases in 
complexity, so too do the 
systems, standards and 
procedures involved hi 
successfully accounting for 
these often confusing products. 
This training come from IFF 
offers you both expert tuition 
and invaluable practical Insight 
Into the aunt secants and 
effective derivatives accoori) eg 
tetiuilqras currently In use. 

Ai Infer hdurunffon 
ItacySImdaMFFon 
fot -*44171 344 3924 
Froc +44 171 344 BOBS 


Loudon 


SEPTEMBER 10 ft 11 
FT World Motor Conference 

This nj^or ■ mmm vb o conference 
together figures to discuss 

developmems in the kaaem tioroi 
moor industry. Speakas mriude; Peter 
HeflmB.lRW tab Irak Peskowdci. Asiro 
Strategic h v estm e n t Curo aa tion. Prof. 
Dr-lMg Ulrich Seinert, Witech 
Engineering. Bar Rosen, Rosen Mona. 
Confer Sian feicouit, FT Conferences 
TO: (+44) 171 8962626 
fee (+44) 171 896 26902697 

LONDON 

SEPTBHBER 15 ft 16 
World Stalntoos Steel 

Qrief Executives ftum OLAotifen, 
Ugine. JiadaJ Strips. Allegheny ’ 
Teledyne. Ssndvik Steel. Blanco, 
Acralls. Faiconfaridge. mil Bmiri.and 
senior executives finm YUSCO, Aimco, 
Samancor rod Krseroer wfll address 
this FT Conference, oigaoised with 
CRU ImemtionaL 
Biaul rira: 

TO: +44 171 896 2626 
fee +44 171 89626902697 

DUSSBLDORF 


The Third International 
Financial Fraud Convention 
RmncW baud prsconts ana of the 
most serious chaflengBS to tfie 
sttblty of flnandal instftutions and 
markets today. At fre 19S8 
Conwrtlon socarDtes and dBitvadvas 
hand, internet & IT, ptasdc & cinque 
fraud, asset (Sammy and rumy, 
nxmey tanMng and moves 
toward* a global standard wtt al be 
ttaroirgMy oamlned in order ta 
enabta senior executive officeis to 
protect the fin an c ia l and op er allon a i 
Wagrlty of their instHuHcns. 




BANKERS 


ECONOMISTS _ DISTANCE 
TTTTTT^rr-T: LEARNING 


MANAGERS 


Applications for 
July intake now 
being accepted 


Mi \< in 'i 1 1 ; 
It i 'i \ i " " 
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Financial specialists from more than 50 countries have chosen this course 
to successfully achieve MBA status. 

Amongst high quality programmes, it 
is perhaps, the most convenient and , 
flexible. Developed specifically for 
the working professional, the course is 
delivered through the combined 
resources of a world-ranked Business 
School and a leading European School 
of Banking and Finance. 

Globally, a network of prestigious 
organisations provides foil local 
support and workshops. 

An accelerated programme provides 
exemption-based admission for 
specific professional qualifications. 
For comprehensive information please 
contact us. 


MBA 

fur 

FINANCIAL 

SPECIALISTS 


INSTITUTE FOR j^INANCIAL MANAGEMENT 

University of Wales, Bangor, Gwynedd LL57 2DG 
TeL +44 (0)1248 371408 fee +44 (0)1248 370769 c-maiL abriWO^bangotac-ak 


For farther Ma n M ilan 
flavor Gee at Fez 
Tet+44 (0)171 419 10H 
Fax: +44 (0)171 419 1050 
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OBI, London 


Conferences 

& 

Exhibitions 


Wluork lnilu>trii-> in 1 uropt-: 
Frcparinij lor Conipclilion 

l>.:;niui ! i! Ilnu i, I »lii:i>;.r^|i. )i : - |:i!\ ]'''*7 


Hie market hbenhsatfen of network industries and utihties 
in Europe is affecting European co mp et itiv eness, ownership, 
public service and consumer interests. The Centre for 
the study of Regulated Industries (CRI), London, and 
the Centre for European Policy Studies (CEPS), 
Bn a s cJ s, bring you a major conference, ‘Network Industries Id 
Europe: pfrp»i-t n g for co mp et i t i on*, on die afternoon of the 
10th and montingoif the 11th July in Edinburgh, Scotland. 

'The co nfe rence package indndes dinner where the 
keynote speaker will be Neal Khmocfc. 

Conference sponsored by 

Scotta Umr 


SINGAPORE 

offers excellent 
back-up to 
computer experts 

HERE’S data on 
other exhibitions. 






Senrcru Trent pic 
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For farthtf mfcnaatkro please contact ‘ 
Confewuce Qnit, CiitA 3 ttohrot Streep lomAon WC2N6BH 
TOb 01 71 543 5600 fee 01 71 543 5791 (2) 


THE LATEST PRACTICAL DEVELOPMENT & 
PREPARATIONS FOR EMU IN FINANCIAL MARKETS 


You are Invited to Attend an 
Executive Breakfast Briefing 

pnaMtibf 


THE FACULTY OF EURO TRAINING 
and ANDERSEN TONSULTTNG 

J«|y 151997 - 7.00 -8L30 am, 

IBe CteratiUD HoM, Lefetae 
. ~Caitof at a emg :£50 


Bcaeflt from ap-odafe bfermadm on ady timings aid 
tBtcSa al the Bare renewing Utis weeks' BU s amni te In 
Anralertiam • Network ft Bmthmarfc with j« perns in 
ate- ffaandnl hsttoll e ns - Dbenss spfeti pirns for 
Full minikin tkm and Dqnkfry fc npmv e un sa mde EMU 
• What AT* rite latest eendrokma ee itamlirdlietkin et 
market conventiona? * ttnli tiic mart eftcQra way to 
manage u e JU n utt i hwi render a kwanrolrofeflty pros? 
AndnKb.arodimon— 

To register rtferfunberiteaibaD Lira Myenee 
TEL- 8171 344 3833 FAX: 0171 344 0083 
ftste arafera jrtrtel i f tetet A iienw. »l mi lifyra 
be roteJr to roeef the etav. Plmr eeB Jbrflr*tr duTOt. 


Date Event No. cJEihfl»ilogr 

15- 17 Aug □ MacWoridExpo Singapore *97 50 

21 -22 Aug □ Asia-Pacific Co nf erence & E xh ibiti on 25 
on Experiential Learning *97 

21 -24 Aug □ COMEX *97 • 170 

27-29 Aug □ Asian Amusement & International 250 

Theme Parks Expo *97 

4-7 Sept □ 41h International Muslim Food Sc 300 
Technology Exhibition (TMFEX *97) 

9-USept □ POWER-GEN Asia “97 220 

Incorporating: 

OistritiTECH Asia *97 
Power DeKvery Asia *97 

16- 18 Sept □ Financial Retail DeKvery Asia 15 

□ InfecoromAsw'97 150 

□ MIPIM ASIA *97 125 

□ Terminal Operation Coofcrcncc 300 

& EdribitiOD 

16- 19 Sept □ Woodmac Asia *97 (AIF) 1230 

Incorporating: 

FunuTekAsia *97 

17- 19 Sept □ INTEX *97 -International Textile. 250 

Trim, and Ready-To-Wear Krfiihftinn 

18- 19 Sept □ Reinforced Plastics Asia 37 100 

23-26 Sept □ NEPCON^/SMT*?? 135 

. Incor p o ra ting : 

Asia Electronics *97 


Date 

25-27 Sept . □ 
25-28 Sept □ 

29 Sept - 1 Oct □ 

30 Sept -2 Oct □ 
7-9 Oct □ 

a 

7-10 Oct □ 
14-17 Oct □ 


Event No. of Exhibitors 

Global Franchising *97 180 

City Tram Asia/Intertraffic Asia *97 350 
TECH CONNECT V7 230 

ASME Asia V7 100 

800 
103 

Baucon Asia *97 (AIF) 650 


COMDEX /Asia at Singapore 

informatics *97 

Inter Auto 1997 Exhibition 


21-23 Oct 


21-24 Oct 


□ High Life - Internationa] Trade Fair 

for Consumer Goods 200 

□ Tube Singapore *97 -The AS-Asia 

Tube Sc Pipe Trade Flair 75 

□ Wire Singapore “97 - The All-Asia 

Wire & Cable Trade Fair 225 

□ The 5th Asia-Pacific Industrial 456 

Automation Exhibition 
Incorporating: 

Factory Automation *97 
Maousoft‘97 
Robotics *97 
Transfluid *97 

Material Handling 8c Storage *97 


28-30 Oct 


□ Whcds Asia *97 


150 


In/iu nil rfoa it Mmd 4 titt time a f prhdiaf. PI rare confect (Ac mp cf tm c orttniten far tht taint detaiU. 

Tm Interested In the forthcoming events. Plane send me: 

□ more in forma bott about the cziubitioai Indicated O Singapore Con v e n tion Sc Exhibition Calendar 
Nama: 

Tltic: Cam nan v: 

Addrsai: . 

Country: 


■rerrniumnraMaD 


.Td: 


.Fmc_ 


_ _ _ _ A FT 160*97 CE 

Singapore Tourist Prtnwtioo Board, 1st FhKK. Carrington Home. 1 2b- 1 SO Regent Street, London W1R SPE. United KinTOnm. 
Tct {017 J) tJ7 0053 Fas (0171) 7+4 2191. Internet she; bttpV/Ww.nnratii+iftgaporcvCOa 
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To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 
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A change of 
atmosphere 
for advocacy 


THEV HAVEN'T GOT USED TO A #JVB2NWENT 
1W TOO BLKV TO SPSVfc-TO TtfQfo Ver 


Winston Fletcher » Commentary 


Persuaders step 
out of the closet 


Labour’s victory has transformed 
political lobbying, says Alison Smith 


F or Fred Silvester, managing 
director of political lobbyist 
Advocacy, the MPs’ votes on 
banning h andguns are the 
latest round in his campaign against 
gun restrictions. He has been waging 
it since his company was appointed 
by the British Shooting Sports Coun- 
cil. 

Firearms legislation has been a 
high-profile issue for more than a 
year, but Advocacy has had to move 
swiftly in response to the speed with 
which Labour introduced a bill into 
the House of Commons. 

“We have been briefing people and 
preparing amendments," Silvester 
says, ‘‘hut we would rather have had 
more time to talk to people in the 
middle ground, because it's quite a 
complicated matter". 

The pace of announcements and 
action is just one of the ways in 
which last month’s Labour landslide 
has changed the geography of politi- 
cal lobbying, which is already esti- 
mated to generate more than £35m 
(J57m) a year in fees. 

The torrent of government busi- 
ness has been good news for lobby- 
ists. AS Sir Tim Bell, chai rman of 
Chime Communications which owns 
Lowe Bell Political, said recently, an 
active, busy government means 
work for government relations busi- 
nesses. 

But the spate of activity has also 
created problems for businesses and 
other organisations seeking to influ- 
ence government policy. “In these 
first weeks there has been some dif- 
ficulty in establishing contact, 
because government members are 
keeping their heads down and learn- 
ing the Job,” says Damian Leeson, 
bead of public affairs at Prudential, 
the UK’s largest life assurer. The 
Pro’s chief executive - Sir Peter 
Davis - has just been appointed to 
head the government’s welfare-to 
work task force. 

Many lobbyists believe this busi- 
nesslike attitude indicates a broader 
change already leading to a down- 
grading of the social contacts that 
have previously been part of govern- 
ment relations. “They don’t have 


time for the PR aspects of lobbying, 
the lunches and dinners,’’ Leeson 
says. “They are happy to meet only 
when there’s a real agenda.” 

“Treat MPs with whom you are 
unfamiliar as you wo old civil ser- 
vants: no entertainment until the 
relationship is established," is how 
the Public Policy Unit, a lobbying 
company, is advising its clients. It 
says that many Labour MPs are sus- 
picious of invitations to events such 
as the Wimbledon tennis champion- 
ship that they might have to declare 
in the Commons register. 
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T onight, hi a House 
of Commons com- 
mittee room, the 
Institute of Practi- 
tioners in Advertising is 
sponsoring a debate on the 
motion “that advertising 
shapes society more than 

politicians". 

The motion’s meaning is 
- to put tt kindly - a mite 

ambiguous. Nonetheless, 
the proposers will have a 
tidy battle on their hands. 
In. the run-up to the UK 
general election on May 1 
the two main parties spent 
s ome £ 20m ($32m) on 
advertising between them - 
Labour £7m, the Tories 
£13m. And it would be diffi- 
cult to show that either 
campaign had any effect 
While the political sooth- 
sayers examined the 
entrails of each new adver- 
tising burst, day-by-day 
pronouncing this one bril- 
liant, one an utter dud, 
the opinion polls hardly 
twitched. The electorate 
had plainly decided, early 
on. that the hype and hulla- 
baloo were just hogwash. 

Worse still, the unusually 
low turnout proves the 
campaigns failed even to 
persuade people to pop into 
their polling station. 
Whether or not advertising 
makes smokers smoke, it 
palpably doesn’t make vot- 
ers vote. 

If the most expensive 
camp aigns in Britain’s elec- 
toral history achieved so 
little, what - to get back to 
tonight’s debate - does that 
say about advertising’s 
power to shape society? 
Like most modern media, 
advertising is constantly 
attributed with either mas- 
sive or minimal influence 
on society. The truth is 
more complicated. 

Not that advertising has 
always been seen as poten- 
tially potent This year is 
the 40th anniversary of the 
publication of a pot-boiler 
called The Bidden Persuad- 
ers - still the most famous 
book abont advertising 
ever written. 


T ogether, the new mood and 
the restrictions which the 
recommendations of the 
Nolan committee have put 
on the ability of MPS to act directly 
in presenting an argument at parlia- 
ment make lobbyists’ work at West- 
minster more diffic ult So too does 
the number of unknown quantities 
among the new Intake, some of 
whom surprised even themselves by 
getting elected. 

All this makes It fortunate for lob- 
byists that the scale of Labour's 
majority - 179 - has shifted the 
focus of their attention back towards 
the civil service. 

“In the previous five years, the 
narrowness of the government 
majority meant that you needed to 
convince only a finite number of 
ba ckbenc hers in order to pmke min- 
isters think twice,” says Edward 
Ri ck ham, head of public affairs at 
Hill & Koowlton, a public relations 
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company. “Now, Whitehall has prob- 
ably become more important again 
in the balance with Westminster.” 

He adds, however, that political 
lobbyists will still have to identify 
new Labour MPs who prove them- 
selves particularly knowledgeable or 
thoughtful in certain policy areas — 
not for their impact as backbenchers 
but because they are likely to 
become ministers during the course 
of the parliament 

“It's very unlikely that Labour 
MPs will give the government a hard 
time,” says one lobbyist, “so in gen- 
eral if you want to change ministers’ 
minds about a policy you'll have to 
do it early”. 

Operating in the context of a pow- 


The torrent of government business 
has been good news for lobbyists. 

As Sir Tim Bell, chairman 

of Chime Communications which 

owns Lowe Bell Political, said 

recendy, an active, busy government means 

work for government relations businesses. 


erful executive is familiar territory 
for lobbyists who were in business 
during the Thatcher administration 
in the mid-1980s. 

But they say that the technique 
for dealing with the new govern- 
ment in Whitehall is not simply a 
matter of reviving the way they 
worked then. 

Charles Miller, a director of the 
Public Policy Unit, believes that a 
critical change Is the greater promi- 
nence and range of special advisers, 
as ministers are determined not be 
captured by the civil service 

manihlrtn 

“These advisers are not being rele- 
gated to speech-writing, they are 
performing a more Influential policy 
role,” he says. 

Another aspect of ministerial cau- 
tion about the civil service after 18 
years in opposition - and one mak- 
ing lobbyists* work easier - is the 
government’s readiness to listen 
to opinions from beyond 
Whitehall 

As opposition politicians challeng- 
ing the last government on complex 
areas of policy, new ministers relied 
on the perspectives provided by 
industry, think-tanks and others. “I 
think there is a greater openness to 
outside views, at least for the first 
couple of years.” says Bickham. 


Before The Hidden Per- 
suaders, people saw ads for 
what they are: enthusiastic 
and occasionally overzeai- 
ous sales puffs. Persuaders 
imbued advertising with 
new and sinister, if illu- 
sory, omnipotence. 

Written by Vance Pack- 
ard, an American journal- 
ist, Persuaders was packed 
with anonymous ease histo- 
ries from unnamed sources. 
Most of Packard’s facts 
could be neither corrobo- 
rated nor contradicted, so 
he was able to dispense 
allegations with insouci- 
ance. But his timing was 
perfect- 

In the 1950s, as the west- 
ern economies recovered 
from the second world war, 
advertising returned - not 
with a whimper but a bang. 
Commercial television 
arrived, newspapers and 
magazines grew fat with 
billboards flourished, 
new products were 
launched with whopping 
budgets, branded goods 
flooded the shops and - 
most important of all - pol- 
iticians began to use adver- 
tising in a big way. 


A ll of which gave 
thinking people 
much to think 
abont. Advertis- 
ing’s powers seemed limit- 
less. And it scared people. 
Packard exploited their 
anxieties. He invented a 
Machiavellian monster 
which could make people 
buy things they didn’t 
need, didn’t want, and were 
often downright harmful. 

He claimed that advertis- 
ers can and do use psycho- 
analytical methods to con- 
trol behaviour. To quote 
the blurb: “The frightening 
processes evolved and 
applied by super-advertis- 
ing scientists are having an 
increasing effect upon their 
potential victims”. 

Persuaders Immediately 
became a mega-seller. Dur- 
ing the last 50 years it has 
been mega-influential. It 
might not have been half so 


successful, however, had 
the leading admen of the 
time not embraced Pack- 
ard’s attack with masochis- 
tic zeal. It suited their com- 
mercial purposes because It 
helped them convince scep- 
tical clients that their cam- 
paigns were now scientific. 

Admen were no longer 
mere hucksters. They were 
movers and shakers, the 
moulders and shapers of 
modern society. 

It’s mostly codswallop. 
Far from being deep and 
devious, most ads are as 
obvious as a pedlar's pat- 
ter. But that isn't to say 
that advertising isn’t enor- 
mously influential. 

It is unquestionably the 
most cost-efficient way for 
most companies to win cus- 
tomers. So advertising 
helps companies grow. 

It Axels the development 
of multinational brands, 
and so enhances world 
trade. It generates profits 
and hence investments. It 
informs consumers of the 
overflowing cornucopia of 
goods and services now 
available, so they can make 
up their own minds how to 
spend their dosb. 

To do all those things 
advertising has to be per- 
suasive, very persuasive. 
But in no way is it hidden. 

When the impoverished 
crowds clambered over the 
Berlin wall, it was not to 
engage in philosophical dis- 
putations about Ufe, liberty 
and the pursuit of happi- 
ness. They risked their 
lives in order to obtain as 
many western consumer 
goods as they could lay 
their deprived hands on. 
Goods they had - doubtless 
illicitly - seen advertised 
in western media. 

In any economically free 
society, advertising appears 
to be an essential magic 
ingredient. There are no 
snch societies without it. 
Like oil in the engine, its 
role is modest - but vital. 
Winston Fletcher is chair- 
man of Delaney Fletcher 
BazelL 
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Kevin Roberts; dissatisfaction with doing everything on the cheap drove him from the consumer goods manufacturing business 


‘Sports nut’ enters ad jungle 

Saatchi's fresh chief in New York has a game plan, says Patrick Harverson 


A sk Kevin Roberts why he 
was appointed as the new 
chief executive of Saatchi & 
Saatchi Advertising World* 
wide in New York, despite having no 
working experience within the 
advertising industry, and he replies, 
with a broad grin: “Because I was 
cheap.” 

He is only joking, but it was 
Roberts' deep dissatisfaction with 
the industrial world's emphasis an 
doing everything on the cheap, on 
pushing down costs no matter what, 
that drove him from the rvmgnmpr 
goods manufacturing business - his 
last job was as chief exec utive of 
Lion Nathan, the New Zealand brew- 
ing group - into the welcoming arms 
of adver tising 

“Over the past two years there has 
been too much focus by chief execu- 
tives cm the idea that being the low- 
est cost producer is a competitive 
strategy.” he says. 

Consumer value and high brand 
equity are the keys to success in 
modem business. Roberts believes, 
not slashing costs and laying off 
workers in a frenzied dash for 
improved short-term profitability. 

How he pioved from the brewing 
industry into advertising is a compli- 
cated story, but the long ties he had 
built up with Saatchi through his 


yeans as a senior executive at Proc- 
ter & Gamble and Pepsico meant 
Roberts was well-known among the 
agency’s top management. 

That said, he was not sure at first 
whether he wanted the job when Ed 
Wax. Saatchi's chairman, 
approached him earlier this 
year. 

Having left Lion Nathan in 
November, Roberts was happy in 
New Zealand with a variety of new 
interests: touching business manage- 
ment to university students, owning 
Auckland’s best restaurant, and - 
favourite of all - working as a direc- 
tor of the New Zealand Rugby Foot- 
ball Union and on his 
fledgling sports marketing 
business. 

(The 47-year-old Lancastrian is a 
sports nut he played top-level rugby 
for many years, loves tennis, and is 
a passionate, if often frustrated. 
Manchester City fan.) 

The idea of giving up the good life 
to enter the corporate jungle at Saat- 
chi's parent group Cardiant - with 
its unhappy three-way marriage of 
Saatchi. the US ad agency Bates and 
the Zenith media buying business — 
was hard to comprehend. Playing 
corporate politics and handling the 
day-to-day financial management 
within an integrated media and mar- 


keting group did not appeal 
at alL 

But when he learned Cordiant had 
decided to de-merge and to float its 
•three core businesses, Roberts 
accepted the opportunity to run the 
Saatchi global network, reporting 
directly to Bob Seelert, who would 
be chief executive of the separately 
listed Saatchi group. 

“My interest in Cordiant was quite 
limited, so I was really excited by 
the demerger,” he says. 

Although the agency had been 
bruised and battered in the after- 
math of the painful split with the 
Saatchi brothers in 1996, Roberts 
says he has not been brought in to 
fix something that is broken. “We’re 
like a duck. On top of the water, it 
has taken a few potshots, but under 
water the feet are still paddling like 
hell - 

R eaching far one of the many 
sporting analogies that, pep- 
per his conversation, he 
says he sees his job as a 
coach hired to help Saatchi play bet- 
ter as a team. 

Hie intends to achieve his aim of 
making Saatohi the “hottest ideas 
shop on the planet" by focusing on 
the four tasks that all sports enarfres 
face: setting strategy, picking the 


right team; studying the opposition; 
and developing tactics. 

The focus throughout will be on 
“imagination and insight”, and 
building the Saatchi brand, he says. 

More people will be hired to work 
on the creative side, and there will 
be more p lanning and research into 
clients’ businesses. And success will 
be measured in what Roberts cutely 
calls “PICs”: “Permanently Infatu- 
ated Clients.” 

Although he has earned a reputa- 
tion as an unorthodox, at times 
slightly wild, manager - while at 
Pepsi he once rigged a Coke dis- 
penser to explode on stage - Roberts 
appears to have mellowed. He no 
longer has time for the military met- 
aphors be used in the days of the 
cola wars at Pepsi. 

“You can't ask agency people to go 
to war. They're not that kind of 
people.” He harks back. Instead, to 
the time when he was asked to give 
a team talk to the New Zealand 
rugby team before a crucial test 
against the British i.iang “I sai d to 
them: 'You’re too frightened of los- 
ing. Just go out there and express 
yourselves."* 

The All Blacks went out and duly 
won the game and the safes. Cor- 
diant must be hoping Roberts’s team 
talks have a similar effect at SaatnM 


Website of the Week • Execmag.com 

Links over par 


Amid all the excitement 
generated by the US Open 
Golf championship in Wash- 
ington this past weekend, 
Unisys, the global informa- 
tion management company, 
has translated the natural 
connection between golf, 
technology and manage- 
ment on to the 
internet 

In the wake of its excel- 
lent site following the activ- 
ity at the tournament 
[u>wtp.umsys.comiusopen97). 
the company has set up 
Elxecmag.com. (www.exec- 
mag.com) an electronic 
“briefing book” for senior 
managers. 

One piece deals with the 
technology behind covering 
the Open on the Web. which 
the company plans to con- 
tinue through the US Senior 
Open later this month and 
the US Womens' Open in 
July. 

David Curry, Unisys 
vice-president for corporate 
affairs, believes that the 
new generation of golf cov- 
erage sites will prow a suc- 
cess with desk-bound golf- 
ers. 

“Our website drew more 
than lm hits daring the 
1996 USGA championship 
season and we expect 
that this year’s enhanced 
system will draw and 
handle even more,” he 
says. 

The Unisys site, taking 
advantage of the company's 
new Aquanta servers, 
allowed spectators to follow 
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the progress of the Open 
tournament by means of a 
virtual scoreboard, offering 
a tournament overview or 
check on how a player was 
doing. 

As well as an in-depth 
account of the technology 
behind Unisys' golf cover- 
age, the latest version of 
Exec - which is updated 
weekly - also features an 
interview with Madan G. 
Singh, chair of information 
engineering at Umist. on 
the nature of decision-mak- 
ing. 

The e-zine sets out to be a 
focus far the best in web- 


1 -'■:sar.. , *a<r , rar , * , *‘ME . . 


based business content, 
culling from a range of 
established sources as well 
as providing editorial mate- 
rial iotc-ndcd to be useful to 
managers. 

Sections of particular 
interest cover topics on 
knowledge management, 
marketing, information 
technolog}' and electronic 
commerce; and each section 
is accompanied by an 
authoritative Ust of links. 

Stephen 

McGookin 

steix.mcgookuvgFT.com 


Self-regulation key to net ads 


C aroline Crawford 
is a pragmatist. 
As director of 
communications 
for the Advertising Stan- 
dards Authority, she is 
realistic about the prospect 
of regulating ads on the 
internet, writes Stephen 
McGookin. 

“The CIA and the Chinese 
g over nm ent have been try- 
ing to regulate the Net for 
years. I’m not sure we can 
succeed where they've 
failed,” she says. 

While tiie ASA In the UK 
regulates “non-broadcast 


electronic media” including 
computer and video games, 
CD-Roms the internet, 
the Independent Television 
Commission is responsible 
for regulation of broadcast 

material. 

The ASA believes in 
encouraging self-regula- 
tion, by promoting the 
industry’s “enlightened 

self-interest”. 

Informal approaches to 
companies - there are “a 
handful” each month - 
about content usually have 
a positive outcome. But if 
the ASA’s approaches fail. 


cases maybe referred to the 
Office of Fair Trading for 
legal action. 

Hie problems with trans- 
national regulation were 
hi g hli g hted last week after 
a French court dismissed a 
lawsuit on procednral 
grounds. It was brought by 
two French language 
groups against the French 
campus of a US university, 
charging that the universi- 
ty’s website was in viola- 
tion of a 1994 law mandat- 
ing the use of French in all 
sales of “goods and ser- 
vices” on French territory. 
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Future not what it used to be 


The third annual Price 
Waterhouse technology fore- 
casts for the future of the 
entertainment, media and 
communication (EMC) 
industries are as interesting 
for what they do not (gptain 
as for what they do. 

In the first Price Water- 
house report, more than 70 
video-on-demand experi- 
ments were identified world- 
wide. This year the subject 
is hardly mentioned, other 
than to say that the original 
goal of providing instant vid- 
eo-on-demand has been mod- 
ified to offering more limited 
and less costly services such 
as near-video-on demand 
with movies starting every 
15 minutes on an array of 


pay-per-view channels. 

The new emphasis marks 
a shift towards cost-effective- 
ness. The big surmise of the 
year has been the explosive 
growth of satellites as low- 
cost, global distribution 
systems which provide near 
instant infrastructure. 

Satellites leapfrog the mid- 
dleman. “Wherever you are 
in the world, you will have 
... a broad spectrum of 
communications . . . from 
voice and data to the inter- 
net and video. [Satellite com- 
munication] truly represents 
a convergence of technol- 
ogy," says Mary Frost, man- 
aging director of EMC Price 
Waterhouse. 

The report forecasts that 


the transmission of multime- 
dia services to the home by 
high-capacity broadband 
cable networks remains 
bype and will not be widely 
available before 2000. 

Mach forecast conver- 
gence between the communi- 
cation industries has not 
happened. There has been 
consolidation in TV. radio 
and satellites. In the tele- 
phone Industry, companies 
are concentrating on going 
after each other’s markets. 

The convergence in the 
home betweoi the television 
and the PC has also not hap- 
pened. Instead old-fashioned 
retailing principles are 
infiiiMiring high-tech enter- 
tainment to form theme res- 


taurants and Warner Bros 
and Disney stores. 

The report^ forecasts that 
digital video disks will 
replace video recorders and 
CD-ROMs on most new com- 
puters; DVD technology will 
be adopted by the consumer 
electronics industry for 
video, music and interactive 
games; the growth of the 
“global mobile" executive 
receiving phone calls and 
information anywhere will 
be spearheaded by satellite 

ramm im i rati ons. 

Raymond Snoddy 

Price Waterhouse BMC Tech- 
nology Forecast: 1998. (SZOOX 
001 847-91*3091 


Tim Jackson • On the Web 


End the World Wide Wait 



The OECD's 
Information 
Technology 
Outlook 1997, 
published 
today, con- 
tains two fas- 
cinating 
I graphics. One 
is a map of the US showing 
the route taken by a mes- 
sage sent over the internet 
from the head office of the 
Washington Post to the 
White House. 

Instead of travelling the 
four blocks directly, the 
three “packets" of data that 
rr[arto up the message went 
three different ways - each 
of them via California- The 
result was that the messages 
travelled &DG0 miles. 

The other interesting 
graphic is a chart illustra- 
ting the problems of quality 
of service on the internet. 

Measuring traffic at some 
of the network access 
points of the internet, it 
shows that far most of the 
first half of 1996, a quarter of 
all the information packets 
pegging through were “lost” 
for technical reasons. The 
proportion of lost packets 
rose to nearly 50 per cent at 
peak time. 

To anyone but an engi- 
neer, these two nuggets, of 
information suggest the 
internet is a ludicrously bad 
communi cations network. 

What post office in the 


world could get away with 
losing one-in-four letters? 
What phone company would 
stay in business if it routed 
calls from north to south 
London via Tehran? 

But the Information actu- 
ally illustrates that the inter- 
net Is very well designed. 
Instead of opening up “cir- 
cuits” Uke the phone system, 
where sender and the recipi- 
ent have the line to them- 
selves erven when they're not 
speaking, the net breaks up 
messages into packets and 
allows routers along the way 
to decide the best way to 
direct each one. 

Same say one of the rea- 
sons that the network was 
designed in this way was 
that its military masters to 
the 1960s wanted it to be 
nearly immune to nuclear 
attack- Message packets 
would find their way to their 
destinations by whichever 
parts of the network had sur- 
vived. 

I understand that there 
was no such intention; but 
that's certainly how the net- 
work has turned out The 
effect is that even with 
roundabout routing and with 
heavy packet loss, the inter- 
net still manages to deliver 
Information extraordinarily 
quickly and cheaply. 

Pimdits have been saying, 
however, that the internet is 
in danger of seizing up alto- 
gether. But congestion by 


itself is not the problem. 

The phone companies that 
provide the basic infrastruc- 
ture are doing a surprisingly 
good job. They have doubled 
the network's capacity every 
year since 1990. 

The real source of the 
problem is pricing: most 
users do not pay according 
to the traffic that they gener- 
ate, ' 

Even between carriers, the 
internet, works on a “best 
effbrts” principle - infra- 
structure owners do their 
best to carry each other's 
traffic, often without charge, 
but offer no compensation if 
they' fall Users have no 
incentive to limit their use 
of the network. 

S O a minori ty makes 
extremely heavy 
demands on the sys- 
tem's [ bandwidth, 
causing congestion to every- 
one else. 

That is why people at 
home suffer the delays that 
have given rise to the nick- 
name “World Wide Wait”. I 
experienced a vivid example 
last week when making a 
presentation to a group of 
financial translators in 
Paris. 

The plan was to demon- 
strate a Web-based transla- 
tion service ( 'mon.at8ph.com ) 
— hut the download was so 
a gnniririg T y slow that I had 
to abandon the live demo 


and show stored pages pre- 
pared in advance. 

This problem is easily 
solved. Faster network 
switches are coming; so are 
transmissions technologies 
like asynchronous transfer 
mode, which opens op “vir- 
tual circuits” between two 
points. Researchers have 
also developed ways of 
injecting pricing mecha- 
nisms into the internet. 

One, devised by professor 
Jeffrey McKie-Mason and 
others. Involves setting aside 
one part of the hpsriw infor- 
mation of each message to 
indicate its priority. When 
the network gets congested, 
routers carry out an instant 
tender, sending the high-pri- 
ority packets through ahead 
of the low-priority packets, 
and charging them the 
“price” of the lowest-priortty 
successful packet 

This is like the system in 
tender offers on the stock 
market where all shares are 
sold at the price of tbq low- 
est successful bidder. Such 
systems will lead to an inter- 
net where important traffic 
can pay for priority - and 
where conewtion is a thing 
of the past 

In the meantime? Well, 
website owners should 
remember that many of their 
potential users are victims of 
the problem I had last week. 

tanjackson@poboec.com 
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World Stainless Steel 

15 & 16 September 1997, Radisson S AS Hotel Dusseldorf 


Focusing on issues including: 


• The current supply picture and development towards 2000 

• Changing patterns of demand and the push for higher grades of stainless steel products 

• New opportunities in the rapidly growing Asia Pacific region 

• Wfi] tihere be enough raw materials to meet the demand for stainless steel products? 

• The impact of technology on competitiveness 


High level industry speakers include. 


Mr Heinrich Stawowy 

Chief Ex ecutive Officer 
Krupp Thyssen Nuosta GmbH 

Mr Ratan Jlmtai 

Managing Director 
Jmdal Strips Limited 

Mr Frank Straub 

President 

Blanco GmbH * Co KG 

Mr Chen Lung-Thn 

General Manager, Marketing Division 
Yieh United Steel Corporation (YUSCO) 

Ur Friedrich Toronto 

C hai r man 

ELG Harriet Group 


Mr Vfctoriano Murtaz 
Chairman and Chief Executive Officer 
Acerinox, SA 

Dr Arthur H Aronson 

Executive Vice President 
Resident Specially Metals Segment 
Allegheny Tetedyne Incorp orat ed 

Mr Wilson N6II0 B rumor 

Chief Executive Officer 
G ampa n iiia Ago» Esperiaia ftabira 
— Acesita 

Mr WQ rich Schroodsr 

Managing Director 
S amancor Limited 

Mr Dennis McGfone 

Vice President — Cotnmerdal 
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BUSINESS TRAVEL 


Rising hotel rates are prompting executives to be more creative and demanding about accommodation, say Roger Br ay and Gillian Upton 

A , • J — ----- xt™ whinh is heinc mar- Business limestareisals 


T he Hotel Moskva, a 
short stroll from the 
Kremlin, Is a dour 
place. Once the 
haunt of Communist appara- 
tchiks, part of it could soon 
be converted into timeshare 
apartments for visiting exec- 
utives. It makes sense. 

Hotels in the Russian capi- 
tal. according to one recent 
survey, are the third most 
expensive in the world. And 
while new hotels may bring 
rates down, the effects of 
inflation in Russia are 
unknowable. 

Buying accommodation 
this way could be a way of 
rising costs. Urban time- 
share for business travellers 
is in its infancy. In some 
places its advance has been 
frustrated by the reputation 
which the industry has 
earned selling to tourists. 

But it looks certain to 
grow. A pointer is the grow- 
ing interest of leading hotel 
companies. The world's big- 
gest hotel franchise group, 
HFS, which includes the 
Howard Johnson, Rama da 
and Days Inn chains, 
recently acquired RCI. the 
timeshare Industry’s biggest 
international exchange 
organisation. As Alain 
Grange, president of Vis- 
tana. a Florida-based time- 
share operation says: “There 
isn't one major hotel chain 
in the US which isn’t either 
in timeshare or isn't 


A time to 
share 


proposing to get into it." 

These groups are already 
linking their timeshare 
operations with loyalty pro- 
grammes. enabling purchas- 
ers to earn points towards 
free hotel rooms or 
upgrades, for example- Com- 
panies do not need to buy 
whole weeks - or even stick 
to the apartments they 
invest in. Increasingly, time- 
share companies are selling 
flights or points which can 
be exchanged for accommo- 


dation arouiid the world. 

This could be another 
apartment or. in some cases, 
a conventional hotel room. 
Times hares in city centres, 
developers claim, are partic- 
ularly valuable as bargain- 
ing Chips. 

Take Monte Carlo, where 
Duminvest. part of the Lyon- 
naise des Eaux group, is 
building a 31-unit complex. 
The average price for one of 
its timeshare apartments, 
sleeping four people, will be 



WOPD 7«flTiS OqSY J5BNDERS' 

vtPusHouu>see t*h= sitoe oFwvs’-^rflRHora.auns/ 


FFr75.000 (£7,886) for one 
week - a deal which expires 
in 30 years. As a comparison, 
a first-class hotel room in 
the principality can cost 

FFr1,300 or more a night 


Timeshare is available in 
at least 24 cities. Including 
New York, Boston. Edin- 
burgh. Buenos Aires, Cairo, 
Kuala Lumpur, Tokyo, 
Seville and Vienna. 


But so far not all of it is 
being aimed at business 
travellers. Those that are 
include New York's Manhat- 
tan Club, opening soon, and 
Boston's renovated Custom 


House, which is being mar- 
keted by hotel chain Mar- 
riott. . , 

Another downtown devel- 
opment being sold to the cor- 
porate sector is San Diego s 
fiadamp plaza Suites, in the 
Californian city's historic 
district, which is pitched at 
visitors working with nearby 
law firms. 

Timeshare has begun to 
taw* root in the UK with the 
Edinburgh Residence, a con- 
verted Georgian terrace 
where customers buy seven 
days a year, which can be 
used as a whole week, or as 
separate nights. 

Managing director Brian 
Martin claims a discounted 
first-class hotel room in the 
city costs about £140 a night. 
“With us it would cost about 
£84.” 


Business timeshare is also 
on the point of taking off in 
South Africa, where hotel 
groups have been scram- 
bling to cope with rising 
demand from tourists and 
business travellers after 
years of isolation. Corporate 
rates at Johannesburg's de 
Iwx hotels are reckoned to 
have risen 20 per cent in a 
year. . . 

In Jerusalem, Activity- 
Hotels is preparing to offer 
40 per cent of the 205 rooms 
in an $llm hotel develop- 
ment as timeshare. And for a 
fee of $50 a year, customers 
will be able to get 50 per cent 
reductions on all office ser- 
vices. from typing and fax- 
ing to the use of meeting 
rooms. 

RB 


O nly fools pay full published 
rates at hotels. Does this 
maxim still stand? Hotels 
will always try to sell you a room 
at the highest possible rate, but 
this is frequently undermined by 
tiie smart independent traveller 
who holds out by baying late or 
through sheer tenacity with the 
reservations staff. 

Cheaper still will be the 
corporate rate secured by travel 
managers, who are responsible 
for hundreds of bookings. This 
can be up to 25 per cent lower 
than the published rate. 

So why pay the full rate? Id 


Why should you pay more? 


many caw? they have no choice 
because hoteliers are exploiting a 
buoyant market and have raised 
rates accordingly. 

Hoteliers are also becoming 
more ingenious. One wheeze is 
the introduction by the leading 
hotel chains of the executive 
floor pay a higher rate and 
you receive better and Caster 
service, free newspapers, free 
breakfast, and separate check-in. 

Some are better than others. 


such as the Ritz-Oarlton chain’s 
Club floors. At the Ritz-Carlton in 
Singapore a room on one of its 
Club floors will cost you S$60 
(£26) more than the S$430 
charged for a standard de luxe 
room. At its dow n town Atlanta 
hotel ifs a US$40 premium. 

Sheraton offers Smart Rooms — 
offices in bedrooms across its 
European p rope r ti es. For a £20 
premium your room has a 
modem, far, filing cabinet, 


ergonomically designed chair 
working T'-shape desk. 

Take this idea one step further 
and there is one hotel group, 
Shangri-La, with properties in 
China en d south-east Asia, which 
is asking full rate in return for 
some real benefits. 

It is available through at all 34 
of the group’s four-star hotels - 
operating under the Traders 
«anH» — and five-star hotels and 
resorts. There are six perks, 


which start when you arrive at 
the airport with free limousine 
transfers. 

Then there is free laundry and 
dry cleaning, free breakfast, free 
local telephone calls and local 
faxes, all international calls 
charged at cost and check-out 
extended to 6pm. 

Ian Weatherfaead. head of 
defence and security at the 
London Chamber of Commerce, is 
a keen believer in the scheme; 


spending, as he does, about 25 
room nights a year in Asia. “By 
the time you add up the cost of 
all the benefits it’s cheaper so it’s 
worth paying for,** be says. 

However, David Witham, 
international hotel marketing 
director at Carlson Wagonlit 
Travel, believes such schemes are 
a rate rise in disguise. The cost to 
the hotel is very little when 
miring into account the lower 
labour costs in the region. “With 
hotels booming around the world, 
do they need to do this?” 

GU 


The euro. 

We will be 
ready for it. 



tv 


At ABN- AMRO Bank, we would much 
rather anticipate change than mereiv 


respond to it. which is whv vou will 


find us in our final stages of prepara- 


tion for the introduction of the euro. 


With significant investments a! read v 


committed and an extensive European 
network in place, vve will help our 
clients realise the opportunities of the 


new currer.cv. Granted, there is stliS 


some uncertainly regarding the euro. 


We simply prefer to he reaciv far it. 
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Travel News ■ Roger Bray 
Dine on the Nile 


Guests at a new hotel in 
Cairo will be able to dine 
on the Nile in a floating 
restaurant The 273-room 
: property, due to open early 
in 1999, will be managed 
and operated by the 
Toronto-based Four 
Seasons group. . 

Bedrooms in the main 
20-story building will have 
views of the;river, the Giza 
pyramids, the zoo and 
botanical gardens. 
Customers will have access 
to a private health club 
with a pooi, . 

*) Four Seasons has also 
announced plans to open 
another hotel, later the 
same year, in Dublin, with 
^about 250 rooms and suites. 

Musical choices 

Travellers flying from 
Toronto in Air Canada's 
-“Executive First* cabin can 
‘ now soothe away their 
/ tensions by donning - 
. headphones and choosing 
Jfroina library of 200 
'Dompactdiscs. 
f '-Prtvate listening stations 
,:.are part of a Sony . • 
/entertainment centre 
/ wiikh opened recently in 
t the airline's Maple Leaf 
'-Lounge at the airport 
Passengers can watch 
videos pr satellite TV on 
fndivfdnal screens or play 
computer games. 

Ferryfebdlities 

A MW fast ferry which is 
due to Start operating this 
-month between' - 
..Gothen fe n y In Sweden ana 

FrederlkSbavn in 

north-east Demriark. will : 


business travellers .with 
telephone and tax facilities. 

* The-$S8m (£20m) * 

- Italian-built monohull 
SuperSeacat will increase 
capajfty on-the route . 
sig ni fica n tly. Operated by 
Sea Containers, it will have 
room for op to, 7fl2 
i'pa^axgere and'175 tart?. 

Sol Melia growtli 

Spain's Sol MeDa group is ' 
about to open , three hotels 
"aimed at tiie business 
market; - •'*: :f : . : 

The first, due to start - • 
operating next month;- is to 
the Extremadura city of . 

Merida, with Its. fine 
Roman theatre. Its i 06 •’ 
rooms will-be. equipped- . 
/-with' modem andfax links. 

' Two more are scheduled 
to open in September. One. 
with 147 rooms, is an - 
hour’s drive from Madrid 
in Guadalajara, The other, 

• with' 80 rooms. Is at ■ ' ' • 


Leganes on the outskirts of 
the capitaL 

The first two hotels will 
be part of the company’s 
four-star Melta Contort 
chain. The Leganes 
property win be operated ' 
under the three-star Sol 
Inn brand. All will offer 
facilities for meetings. 

Sol, Europe's third 
biggest hotel group, will 
also open the five star, 
71-room Meiia Araguaney 
in Santiago de Compostela 
in July. 

Seoul service 

South Korea's Asrana has 
launched new services 
between Seoul and ■ 
Frankfort They operate _ 
non-stop on Mondays and 
Thursdays. Hie airline has 
also shaken up its Vienna 
and Brussels operation so 
that flights between Seoul 
and both cities will all be 
non-stop. 

Hyatt in Paris 

A new Hyatt Regency hotel 
■ is scheduled to (men far 
Paris on August 19, behind 
the preserved facade ofa 
building which was part of 
the widespread dty centre v 
developments decreed by 
• the 19th century prefect, . 1 : - 

Baron Hanss maim. 

It wll&ncorponite a cafe; * 
terrace on the Boulevard • 
Malesherbes, which .'lister. /.'/ 
. north-west from La- ' ■ 
Madeline, and a restored- v r 
glass conservatory roof _ 
from the turn of the . '?'[ V 
century. / ; V' 
Described asaTuml^pre 
hotel", it wiH have 82 >.; - -' 
rooms and four 83dtes,'«ad»f 
with two telephone lines , v 
and computer co nnectfcnr > -i 
ports, a business eeatr^-N'GN; 
and two raeetingrooras hf f 
with retractable scRchs^T'S 

and built-in' loudspeafetssirG^ 

Intemethpt^^ 

Inter-Gpntinentai'Hdtda^j^ 

’ has become. the laiest_chai3u’ j ; 
to dabble in ooimectb^v^ , >y+ 
guests to tiie internet 
their televisions,. Ambit 
Cohen writes. ' * 

; -It is trying two systems.’/ii 
in a handful of prbpeati^^ 
before deciding whichtqv^ 1 ] 
Install tufla 140 hotQr/Afe^ 
the Hotel Inter-C onHw-qfol 5A 
HydaPaiis.in Londtaiy/'J^i 
guests can e-xnail 
the net with. a systetor.l'i!- ^ 

called 

.system is Thorn Guestlixikf. ■■ 
on trial at theMay/FairA 

Hotelin Lohdortandffitf'^ T 
Hotel Inter-Continental 
Dubai. This ecahfeftrguftsfcs-Af 
surf by means of the 
remote control set 
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THESSALONIKI 

More than 200 events planned 
for Thessaloniki's year as 
■/European C& of Culture have 
had to be cancelled, because 
the buildings scheduled 
■ to host them remain under 
construction. However, an 
important exhfcfctan entitled 




•Treasures fnwnMourt Attics’ 
will opwi as plannedon Saturday 
at the Museum of Byzantine 
Outturn. The SSSJ.worira an shwv, 
indudtng kxms, manuscripts, 
sculptures arafeiTibnSdefy, come 
from the riches repos&wyof 
Byzamfrie art in Greece -> the .. . 
ancient Orthodox monasteries -1 - 
(left} on a remote peninsula in the 
northern Aegean. 

PARS - 

The final raw production of the 
season at the Opera Bastille Is . 
MassendFs flfenon, with 
American soprano Renfie 
Fleming in the title rote. Gary 
Bertini conducts a staging by - : 
Gilbert Deflo. The first night is on 
Saturday. 

The Paris Opera Baflet- at the 

Palate Gamier — offers an 

intriguing triple Wa of . 
Batenctune's Serenade, Tudor's 


Dark Bogies and F’foa Bausch’s 
Sacm duprintBmfis.-. It is the 

oddest of mixtaes, but each 
WCH^isfasdnaHfig..r': 

EDINBURGH. 

The Scottish National Portrait: 
Gsdjkay, writing with its Danish - 
counterparty tiasi arranged two 
joint exWbftfons - cine of Scottish 
portraits to tie shown at 
Frederiksboig Castle Tn Denmark 
in September, the other of 
Danish portraits to be exhibited 
ewer the next two months in 
Mnfcw^jhl. "The Faceof 
Denrnark". opening on Thursday, 
wfll Include 100 paintings, 
photographs atfscu^^ 
ITSQtoihe present day. 

NORWICH 

The ority performance of . 
Wagner'afting scheduled for the 
over the 



next two weeks at the Theatre 
Royal, in a guest production by 
Norwegian National Opera. The 


eycte.opens with Das RtningaUI 
on Wednesday and ends with 
Gsttenfimmeri/ng on June 28. 


LONDON 

following their success 
withSMflW.RIcharti 

Eyre directs a new play 
by David Hare. Amy’s 
Vfew, opening at the 
National Theatre's i-yttstton 

stage on Friday. Jtxfi Dench 

and Samantha Bond (right) play 

the actress matter and her/ 
daughter around whose . 
rel a ti o n s hip the plot tens. 

The City of London festival. 

spread around the churches and 

R. 1 •• 



begins on Thursday with a 
production of A Midsummer 

Night’s Otbow in which 
Mendelssohn's musio is 
integrated into Shakespeare’s 
vase. Other highlights Indude a 
recital by Barbara Bonney and a 
chamber music series with 
pianist Stephen Kovacevich. 

Art ftf ihm IQOTte Mnrbvn 


ReneassanoBisthe- 
sufajactcfa mdti- 
oiedb presentation 
opening on 
Thusdayatthe 
HayvaardGdlery.lt 
Indudes rare sound* 
and ffim footage of gree* 

jazz muddans. js^-ihspked 
ptMi^byAaranDoiQtasend- 

Ardhtoau Motley (teat and a 

photographic record of the comer 
of Manhattan that becarhe.kn««n 
as the "Mecca of the ftew Negro". 

ZURICH 

"Birth of the Cooi h , opening at 
the Kunsthaus on Wednesday, to 
a Wide-ranging survey of; 
American art in the latter half pt 
the 20th centuy. Among the. - . 
artists represented are Jackson 
ppBock, Georgia O’Keeffe, Chuck 
Ctose and Andy Warhol. The 
exhibition funs ® September. 
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A decade ago, they 
were iconoclastic 
trail blazers in 
Britain’s early 
music scene, both 
in their “authentic" sound 
and their decision to 
their conductors a nd eschew 
a permanent figurehead. 
Today, the musicians of the 
Orchestra of the Age of 
Enlightenment are almost 
regarded as Old Masters, 
coolly appreciated by the 
French, admiringly admitted 
to the inner circle by the 
Viennese and greeted 
uproariously like old friends 
by the Spanish. 

Tomorrow’s concert in the 
Queen Elizabeth Hall marks 
the end of a whistle-stop 
European tour for the 
' orchestra, under the baton of 
Sir Simon Rattle. In the 
orchestra's second decade, 
the loyal core of founder- 
members is now the estab- 
lishment, as orchestral man- 
ager Philippa Brownsword 
acknowledges. “We have a 
challenge to keep fresh for 
the next 10 years. People still 
expect us to be wildly, wack- 
ily exciting. There’s a small 
number of very brilliant 
young people, lots running 
their own groups, and we’ve 
had to tempt them away," 
she says. “We're big and suc- 
cessful. no longer experimen- 
tal." Brownsword regards 
the challenge of identity as a 
positive stimulus. “We can’t 
be Florilegitnn (the talented 
young Baroque group). We 
have to be brilliant in a dif- 
ferent way." 

This mixture of individual- 
ism and discipline appeals to 
discerning sponsors. Gold- 
man Sachs is currently 
endorsing its second Euro- 
pean tour for the OAE. Janet 
Reeve, the orchestra's direc- 
tor of development, apprecia- 
tively notes that the com- 
pany is not among those 
which go "only for institu- 
tions established for 50 years 
with ‘Royal’ in the title." It 
“likes the idea of an indepen- 
dent. individual set-up." 

Without an Arts Council 
grant, with minimal, spo- 
radic funding, the band has 
proved “recession-proof’ 
since its birth in the tricky 
year of 1986. “Fund-raising 
has increased year by year. 
It helped being founded by 
people who simply said, 
‘Let’s set up an orchestra’. 
Commercial people like that 
kind of spirit” 

So does the public. Stand- 
ing ovations are a matter of 
course in Holland, but Mon- 
day's reception at Amster- 
dam’s Concertgebouw had a 
particular warmth. How 
acoustics vary was illus- 
trated by the next evening's 
concert at the Theatre du 
CMtelet, Paris's lived-in jew- 
el-box with its faded pain- 
twork and tarnished gilt. 
Where the Concertgebouw 's 



Musicians for 
the millennium 


Martin Hoyle tours with the Orchestra of the Age of Enlightenment 


plush acoustic cushioned 
Brian Newbould's realisation 
of Schubert’s “Tenth", blur- 
ring and smudging details, 
the Chfltelefs dryer acous- 
tic, though harder work for 
the players, was more 
pointed, better defined - 
even witty: as it happened, 
very Parisian. 

A t Vienna airport, 
sweltering in the 
high twenties, a 
welcoming sign 
from Siemens to 
a “conference on semi- 
conductors" occasioned 
some hilarity in the orches- 
tra. Vienna inspires a mix- 
ture of defensiveness and 
humorous resignation. The 
Viennese, led by their Phil- 
harmonic. love Simon Rattle 
but traditionally give a 
rough ride to foreign orches- 
tras that dare to play “their” 
Schubert, Haydn and Beeth- 
oven. Nor is knowledge of 
“authentic" performance as 
advanced here as in Britain. 


the Netherlands or France. 
Gustav Mahler said that if 
the end of the world was 
coming he would go to 
Vienna, since everything 
happens there 20 years later- 

in mld-“Festwochen", rival 
attractions included Han- 
del’s Alarm. conducted by 
Nicolaus Harnoncourt - the 
band’s collective eyes 
gleamed; they have long 
tried to lure him into a guest 
appearance - Enesco’s Oedi- 
pus opera and a Richard 127 
directed try Peter Zadek. 

The worst place then, psy- 
chologically speaking, for 
the second clarinet to be 
declared suffering from 
exhaustion a few hours 
before the concert. 

Finding a replacement was 
tricky, even in this musical 
city: the period instrument 
imposes special require- 
ments in pitch and style. 
Desperate messages were 
left on answering machines. 
The orchestra's principal 
clarinet Anthony Pay con- 


tacted a pupil in Bavaria: he 
could make the second half 
if a private plane is provided 
(estimated cost: DM3,000- 
DM4,000). 

In the event, the clarinet 
part in the opening Schubert 
was allocated to the viola - 
Annette Isseriis, scion of a 
notable music family ; and a 
clarinettist from Vienna's 
own crack early music 
ensemble, Concentus Musi- 
cus Wien, stood in for the 
Beethoven. 

I n the Konzertbaus the 
players were drenched 
in sweat and the audi- 
ence uncomfortable in 
the suffocating heat. 
Isseriis was the heroine of 
the first half, transposing 
from clarinet notation as she 
went along; the Concentus 
Mosicus player was impecca- 
bly professional in the sec- 
ond halfs "Entica”. 

To my ears the perfor- 
mance was the best yet, and 
even the Viennese, espe- 


cially the young, stamped 
and shouted. Some of the 
band thought the reception 
was for Rattle rather than 
the players, but sitting in 
the audience I could feel rapt 
attention. 

The love of historical cate- 
gorising has cast the Edwar- 
dian period as a fm de s&de 
summer afternoon before the 
cataclysm. In the long sum- 
mer that seems to be ending 
- dare we say hopefully? - 
our decade, our mitignT^ w y i 
only cynics could be 
unmoved by a Viennese 
audience shouting fra- Brit- 
ish musicians playing Beeth- 
oven: and only the most 
sceptical could deny feeling 
a kind of European-ness that 
has nothing to do with poli- 
tics and everything to do 
with civilisation. 


The Orchestra of the Age of 
Enlightenment European 
tour, sponsored by Goldman 
Sachs, ends at the Queen 
Elizabeth Hall tomorrow. 


Theatre in London 

Journey into 


S omething wonderful 
happens at the cur- 
tain call of Method 
and Madness' The 
Winter’s Tale . Wreathed in 
smiles, the actors move for- 
ward and yon stare in disbe- 
lief. We have just watched a 
play with 25 characters but 
there are only eight actors. 
We've known that all along, 
indeed the production has 
gone to often comic lengths 
to point up the doubling, but 
realising that so much has 
been created from so little 
still comes as a sweet shock. 

Most directors resort to 
doubling for financial rea- 
sons. Not Mike Alfreds. His 
beautifully paced production 
relies upon it to invigorate 
the storytelling. Casting the 
same actor as the self- 
deluded father Leontes and 
the kindly shepherd clarifies 
the ideas of the play and, 
ironically, you see the char- 
acters more clearly: the 
arguments about love and 
fatherhood and the themes 
of jealously and forgiveness 
which course through 
Shakespeare's late, great, 
but almost impossibly way- 
ward {flay are made flesh. 

“Exit pursued by a bear” 
is not only the world’s most 
famous stage direction, it 


also tells you something of 
the play’s extreme demands. 
It takes place over 16 years 
in two contrasting countries 
and requires an audience to 
swallow not only sudden 
jealousy and symmetrical 
plot contrivances, but the 
effects of the seasons, pasto- 
ral dances and a statue 
which comes to life, let alone 
a bear of murderous intent 

A lfreds and his cos- 
tume. set and light- 
ing designer Paul 
Dart have been 
working together for so long 
it is impossible to separate 
their input. Alfreds opens 
the play with the actors lit- 
erally cloaking themselves 
in the world of the play, 
dressing each other in sim- 
ply-draped coloured cloths 
edged in fur which stand out 
against the uncluttered set 
Several delightful comedy 
beards later, the diverse yet 
unified visual style of the 
production is so strong that 
by the time the splendidly 
furry eight-foot high bear 
appears we are able to laugh 
at it and still be moved. 

The women are particu- 
larly strong. Penny Layden 
is a radiant Perdita and 
Alexandra Mathie's Her- 


light 

mj one has a remarkable clar- 
ity and a powerful sti lln e ss 
which, allied to Alfreds’ 
i-nVm staging, makes the cli- 
mactic statue scene seem 
completely logical and 
deeply moving. The scene is 
also pivoted on Marty Cruik- 
s hank's excellent, crowish 
Paulina, beady-eyed and 
fiercely protective. 

Raad Rawi isn't quite 
relaxed enough to pull off 
the almost impossible task of 
imbuing Leontes with both 
regal authority and the 
weakness of jealousy but his 
performance deepens as the 
scales foil from his charac- 
ter’s eyes. Yet the real vindi- 
cation of the sheer dramatic 
power of Method and Mad- 
ness comes In the way you 
react to often overlooked 
roles. Chris Crooks' thought- 
fill, marvellously sincere per- 
formance turns Camillo from 
an also-ran into a key figure. 
Seeing him again as a spec- 
tacularly hopeful but dim 
clown only adds to our 
enjoyment of an increasingly 
compelling journey into 
light 

David Benedict 


At the Lyric Hammersmith, 
London W6 (0181-741-2311). 


T here always seems 
to be a novelty 
food-oriented event 
in the London Inter- 
national Festival of Theatre. 
In past festivals the role has 
been filled by Bobby Baker 
(seen in 1995 immersing her- 
self in a bathful of chocolate 
sauce); this year, however, 
the performance is supplied 
by the punters as we wander 
around Alicia Rios’ installa- 
tion La Feria de las Cinco 
Sentidos (“The Feast of the 
Five Senses”). 

Moving from BACs lobby 
- bung with curtains of 
fruit and veg, from capsi- 
cums to asparagus stalks 
and strings of cherry toma- 
toes - past a row of bams 
and through a corridor hung 
with tinkling mobiles and 
thunder sheets, one is am- 
fronted in tiie Grand Hall by 
an array of vegetable foun- 
tain sculptures: torrents of 
leeks, cascades of shallots. 
Against one wall 1s a line of 
boxes into which one inserts 
a hand to encounter tex- 
tures ranging from chalk to 
what I fervently hope were 
tubes of marshmallow. A 
wheel of central tables offer 
the “Tasting Palette”, a 
variety of foods also 
arranged according to tex- 
ture: “airy and light”. 


Bizarre 

bazaar 

“crunchy and moist”, “stret- 
chy and rubbery” and so on. 
We are invited to sample 
these, to take lollipops from 
the Edible Rainbow and to 
fill our brightly coloured 
mesh doggy-bags with what- 
ever takes our fancy. 

A n initial air of ten- 
tative buffet gradu- 
ally loosens into a 
bazaar atmosphere 
as visitors realise that 
everything is not just per- 
mitted bnt positively 
encouraged; one's sense are 
freshly whetted, not perhaps 
to the point of revelation, 
hut certainly as far as it 
takes to have great fan. 
Besides, this is probably the 
only place in London where 
you will be actively 
exhorted to jump up and 
down on enormous sheets of 
bubble-wrap. 

Upstairs in Studio Two, 
Shot Do (The Return) is a 
rather more conventional 
affair, and also, alas, much 
duller. Eathakali -trained 
dancer Maya Krishna Rao 


interprets a short story by 
Saadai Hasan Manto depict- 
ing the horrors of Indian 
partition In 1947. “Inter- 
prets” is the key word, as 
we are politely bat firmly 
instructed before the show 
begins to read the stray as 
printed on the programme 
sheet; “it will make it easier 
to follow”, we are told, 
meaning that otherwise we 
will have no idea what we 
are supposed to he Bering. 

The most eloquent 
sequences of Rao's perfor- 
mance are those in which 
she seems most closely to 
approach the traditional 
dance form; the rest of the 
time, slowness and deliber- 
ateness of movement are 
mistakenly deemed suffi- 
cient to convey the agonies 
of a father searching fra* his 
lost daughter. I am afraid 
that I found more of interest 
In the raga-Uke aspects of 
the soundtrack (consisting 
largely of pieces by Philip 
Glass) than in Rao’s precise 
but largely unintelligible 
motions. 

Ian Shuttleworth 


La Feria ... until June 14, 
Khol Do until June 15, at 
BAC, London SW11 
(0171-223-2223). 
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exhibition 
K onmkfijk Paleis 
Tel: 31-20-6248698 

• Hot Paleis in de Sehilderkunst 
van de Gouden Eeuw: display of 
17th century paintings inspired by 
the Paleis, fautft by Jacob van 
Campon. Artists include 
Berckheyde, van der Heycten, 
Ungelbach, Maes, de Hooch and 
Metsu; ton Jun 18 to Jun 22 

■ RERUN 

DANCE 

Staatsoper Unter den Linden 
Tel: 40-30-20354438 

• staatsopembafiett programme 
including Michail FoWne’s Las 
Sytphides and The Dying Swan, 
and Nijinski’s L'Apr&s-Midi d'un 
Fauns', Jun 20, 21 

■ BONN 

EXHIBITION 

Kunstmuseum Bom Tel: 
49-228-776121 

• Multiple Identity: display of 


work of contemporary American 
artists from the collection of the 
Whitney Museum of American Art, 
New York. Included in the 
exhibition are pieces by Cart 
Andre, David Hammons, 
Jean-Michel Basquiat, Mike 
Kelley, Jeff Koons, Catherine 
Opie, Cindy Sherman and Tony 
Oursler, to Sep 7 


■ BRUSSELS 

OPERA 

Thdhtre Royal de la Monnate 

Tel: 32-2-2291200 
• Ariadne auf Naxos: by R. 
Strauss. Conducted by Antonio 

pappano. Soloists include Susan - 

Chiteott Jun 18, 20 


■ CHICAGO 

EXHIBITION 

Museum of Contemporary Art - 

Tel; ’1-312-280-2660 
• Alix Pearistein: video 
installation by the New York- 
based artist who uses everyday 
objects to create scenes and 
situations loaded with sexual 
Innuendo; from Jun 20 to Aug 17 


■ DUBLIN 

CONCERT 

National Concert HaO 
Tel: 353-1-6711888 
• National Symphony Orchestra 
of Ireland: with conductor Colman 
Pearse and cellist Aran Rao in 
works by Respighi and 
Tchaikovsky, Jun 17 

■ LONDON 

EXHIBITION 


I. 


Barbican Art Gallery 
Tafc 44-171-6384141 

• Serious Games: Art Interaction 
Technology. Exhibition of work by 
eight international artists 
examining Interactive elements In 
contemporary art, covering a 
range of meefla and technologies, 
from grass seeds to the latest 
developments in virtual reality; 
from Jun 19 to Aug 17 

British Museum 
Tel: 44-171-6361555 

• Printmaking In Paris 
1905-1970: Picasso and his 
Contemporaries. Exhibition 
examining developments in 
printmaking that took place 
between 1905 and 1970. 
Organised as a sequence of 
episodes the display looks first at 
the Cubist works of Picasso and 
Braque, moving on to Matisse, 
the Surrealists and the post-War 
work of Soul ages and Dubuffet, 
finishing with pieces by Vasarely, 
Poliakoff and Manessier 

to Sep 14 


■ MADRID 

CONCERT 

Fundacidn Juan March 
Tel: 34-1-4354240 
• Enrique Perez Piquer 
performance by the clarinettist, 
accompanied by the pianist 
Anibal Bah ados and the Bellas 
Artes Quartet The programme 
includes works by Brahms; 

Jun 18 


■ MILAN 

OPERA 

Teatro alia Scale dl Milano 
Tel: 39-2-88791 


t 



• Le Nozze dl Figaro: by Mozart. 
Conducted by Riccardo Muti, 
performed by the Orc h estra e 
Coro del Teatro alia Scala. 
Soloists include Monica Bacelti, 
Barbara FrittoJi, Vessefina 
Kasarova and Maria Costanza 
Nocentini; Jun 16, 17, 18 


■ NEW YORK 

EXHIBITION 
Brooklyn Museum Tel: 
1-718-638-5000 

• American Paintings: Ashcan 
and Modernist display of works 
taken from the museum’s own 
collection of paintings from the 
first haff of the 20th century. 
Featured artists, include Rorine 
Stetthermer, Marsden Hartley and 
Georgia O'Keeffe; to Jun 29 
The Metropolitan Museum of 
Art Tel:'1 -2 12-879-5500 

• The Four Seasons: display 
featuring over 80 costumes 
selected from the museum's 
collection. The exhibition spans 
three centuries and examines the 
influence on fashion of changes in 
efimate, social life and recreation; 
to Aug 17 

Whitney Museum of American 
Art Tel: 1-212-570-3600 

• The 1997 Biennial Exhibition: 
the Biennial is the Whitney's 
signature exhibition and focuses 
on tiie most Important 
developments in recent American 
art; to Jun 22 


■ PARIS 

EXHIBITION 

Bfoflotheque Nationale Tel: 

33-1-47038340 
• Costumes en trots actes: 


v 1 


exhibition featuring 60 pieces of 
theatre, ballet, circus and opera 
costumes, including the neglige 
worn by Marlene Dietrich in 
Kismet, to Jul 26 

FESTIVAL 
La Sorbonne 
Tet 33-1 42 62 71 71 
• Festival de Musique en 
Sorbonne: this year’s festival 
■features performances by 
Ensemble Spirals, the Choeur and 
Orchestra de Paris-Sarbonne, 
Christoph® Slmonet and Trio 
Ccppa. The opening concert is by 
the pianist Marie-Jos£phe Jude, 
performing works by Brahms and 
Schubert: to Jun 24 


■ SAN FRANCESCO 

OPERA 

Golden Gate Theatre 
Tel: 1-510-6714000 
• Madame Butterfly: by Puccini. 
Conducted by Mtfco Armiliato. 
Soloists include Rosafind 
Sutherland and Elizabeth Bishop; 
to Jun 29 


■ VALENCIA 

EXHIBITION 

IVAM Centre Julio Gonzalez 
Tel: 34-6-3863000 
• Magic Realism: Franz Roh and 
European Painting 1917-1938. 
Large-scale exhibition examining 
art between the wars and 
featuring works by 120 artists 
including Beckman rvSchad, 
Grosz, Dix, Schfichter, Schrimpf, 
Cana, de Chirico, L6ger, Picasso, 
Sunyer and DalF; from Jun 19 to 
Aug 31 


■ VENICE 

EXHIBITION 
Biennale <fl Venezia 
Tel: 39-41-5218711 
• Biennale 1997: the 47th 
International Art Exhibition is the 
centrepiece of the 1997 Biennale 
and an attempt to merge past 
and present by displaying recent 
work by artists represented in 
previous Biennales. The exhibition 
will be divided between the 
Central Pavillion and the Corderie, 
surrounded by smaller displays by 
tiie various participants in this 
year’s event; to Nov 9 


■ VIENNA 

CONCERT 

Konzerthaus Tel: 43-1 -7121 21 1 
• Wiener Symphoniker with 
conductor Vladimir Fedosejev in 
works by Faute, Debussy and 
Schoenbeig; Jun 18, 19 


■ ZURICH 
EXHIBITION 
Kunsthaus Zurich Tel: 
41-1-2516765 

• Birth of the Cool: display of 
paintings by American artists, 
including works by Georgia 
O'Keeffe. Jackson Pollock and 
Andy Warhol; from Jun 18 
to Sep 7 


Listing selected and edited by 
ArtBase The International Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. All 
rights reserved. Tet 31 20 664 
6441. E-maifc artbaseOpLnat 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 kHZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 

NBC/Syper Channel: 

07.00 

. FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Flnanciaf Tunes Business 
Tonight 

CNBC: 

0&30 

Squawk Box 

10.00 

European Money Wheel 
18.00 

Financial Timas Business 
Tonight 
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COMMENT & ANALYSIS 


The FT Interview • John Howard 


Hard times down under 

Australia’s prime minister tells Nikki Tait his country cannot 
solve its economic problems by retreating into isolationism 



For Mr John 
Howard, Aus- 
tralia's prime 
minister, the 
political 
honeymoon 
did not last long: He won an 
electoral landslide 15 months 
ago, bringing his Liberal 

party back Into government 

after more than a decade in 
the political wilderness. 

Today, the euphoria is 
long gone. Australia is 
divided and in turmoil. 
Unemployment is stubbornly 
high and economic growth 
has slowed. This has exacer- 
bated calls for less immigra- 
tion and a more protectionist 
trade policy. And. because of 
the tight budgets, some Aus- 
tralians resent money spent 
on Aboriginal welfare. 

Some commentators even 
fear Australia is in danger of 
retreating into Isolationism. 
But Mr Howard, sitting in 
his Sydney office, bristles at 
the suggestion. “I think that 
is quite wrongly placed. I 
think a lot of commentators 
In ttii« country, in eluding in 
the Hiwiia , have bad enor- 
mous difficulty in adjusting 
to the change of govern- 
ment. You can't have an 
inward-looking Australia. 
Those days are gone forever. 
But that doesn't mean that 
on every single decision we 
will go to the outer limits of 
exposure." 

He paints to a recent fight 
between Industry and the 
free trade lobby over car tar- 
iffs, which resulted In the 
government agreeing to a 
five-year freeze on tariff 
reductions from 2000, to the 
delight of carmakers who 
had said investment could 
be at risk. Only then will an 

addi tional tariff cut and a 

policy review take place. 

“On car tariffs, for exam- 
ple. we kept forward the 
momentum of chang e but we 
took care to guarantee 
investment In jobs. I can’t 
think of a more fundamental 
and sensible approach," he 
says. And while his conser- 
vative government has 



Pragmatic: John Howard promotes Australian interests 


reduced immigration targets 
in two consecutive years, he 
points out that the former 
Labour government had cut 
the targets to an even lower 
level in 1998. 

It seems that a s imil ar 
strategy of “pragmatism 
over Ideals” applies to for- 
eign policy. “Well, of 
course," says Mr Howard, 
unrepentantly. “The primary 
job of the prime minister of 
Australia Is to promote the 
interests of Australia. That 
doesn’t mean I'm blind to 
the concerns of other people. 
But there are issues where 
we will inevitably have a dif- 
ferent point of view - even 
from close friends such as 
Britain and the US.” 

Hong Kong is a case in 
point. Last week Australia 
declined to join an interna- 
tional boycott of the 
swearing-in of a China- 
appointed legislature in 
Hong Kong. It also broke 
ranks with the US two 
months ago, when it with- 
drew support for a United 
Nations resolution condemn- 
ing China’s human rights 
record. 

Pragmatism ha* also been 
to the fore in the govern- 
ment’s handling of Ms Pau- 
line Hanson, the indepen- 
dent MP whose attacks on 
Asian immigration and 


Aboriginal welfare have 
divided the nation. When the 
row first broke oat, Mr 
Howard declined to com- 
ment directly on her views 
and only belatedly said she 
was “wrong”. Partly as a 
result, the debate has rum- 
bled on for almost a year. 

So how does Mr Howard 
assess the impact on Austra- 
lia’s image? 

The prime minis ter is 
patently touchy. “I don’t 
think it's changed!” he says 
abruptly. After prompting, 
he adds: “The reason it’s a 
non-issue is that anyone who 
cares to really ask and 
inquire will know that the 
views she’s expressing don’t 
represent mainstream Aus- 
tralia.” 

On the economic front, the 
new government’s resolution 
has been Questioned too. Its 
first budget was a conscien- 
tious effort to reduce Austra- 
lia’s federal budget deficit, 
through cost-cutting and 
expenditure-saving mea- 
sures. But the second did 
little more than consolidate 
on those gains. 

“One Of the thing s I think 
people have missed a bit is 
that the first budget had 
measures which were to take 
effect over a two-year 
period." replies Mr Howard. 

Perhaps partly to deflect 


such criticism, the prime 
minister is beginning to put 
reform of Australia's tax sys- 
tem - which is heavily tilted 
away from indirect taxation 
at present - on the political 
agenda. “I haven't decided 
the precise form of the 
debate which from now will 
take. But this country needs 
a new improved tax system 
which will help to create 
more jobs, encourage 
exports • and encourage 
investment." 

Persuading the Australian 
electorate down this road 
may not be so easy, though. 
Already, a significant por- 
tion seems weary of change. 
“That’s true," concedes Mr 
Howard. "You’Ve always got 
to take the community with 
you on reform. You’ve got to 
explain to people what the 
benefit is in the reform, and 
satisfy them that it’s fair.” 

It is somewhat ironic that 
Mr Howard, an admitted 
monarchist, will probably 
find himself ex plaining dur- 
ing a visit to Britain this 
week the plans for a 
“people’s convention” later 
this year. This could start 
the process by which Austra- 
lia cuts constitutional ties 
with the monarchy. T.Ur<* all 

visiting Australian prime 
ministers. Mr Howard will 
trull on the Queen. 

It is not a subject which 
seems to excite him. “If any- 
body auks me, m talk about 
it, but not in any new 
sense,” he says. But surely 
he may be asked to charac- 
terise Australian opinion? 
He remains downbeat "It’s a 
debate which is at a sort of a 
low simmer. Obviously, 
people’s attitudes are differ- 
ent now to what they were 
20 or 30 years ago - quite 
different My children's atti- 
tudes towards the monarchy 
are very different from what 
children frit 30 or 40 years 
ago. 

“But how that translates - 
and at what time and in 
what from - into change is 
something which will 
evolve.” 


FT BY INVITATION 

Indian Ocean Cruise and Masai Mara Safari 

with JDF Jones, former Foreign and Weekend FT Editor 
Sunday, October 12 to Sunday, October 26 1997 



The Financial Times invites you on a 15-day tour exploring some of the exotic islands in 
the Indian Ocean and watching game in the Masai Mara. This exclusive holiday, arranged 
for the FT by African Safari Club, includes: 

A three-day safari amongst the game, staying on the vast plains of the Masai Mara 
and nine-days aboard the luxury cruise ship the MS Royal Star, 
stopping at the paradise islands of the Seychelles, the 
plantations and white sands of Madagascar, the waterfalls and coral reefs of 
the Comores and the ancient ruins of Zanzibar. 

To receive a detailed itinerary and brochure about this trip, simply call Richard Thomson 
on +44 171 873 3670 or complete the coupon below. 


Day 1 
Day 2 
Day 3 
Day 4 
Day 5 

Day 6 
Day 7 


BRIEF ITINERARY 

Depart from Heathrow, via Basle to Mombasa Day 8 
Day at leisure in Mombasa Day 9 

Ry to Masai Mara, half day game drive Day 10 

Masai Mara, full day game-drive Day 1 1 

Masai Mara, half day game drive, return to Day 12 

Mombasa Day 13 

Fly to Seychelles and embark MS Royal Star Day 14 

Tour Island of Mahe, sail to Praslln and La Dingus Day 15 


Tour PrasBn, sail to Madagascar 

Leisure and lectures ai sea 

Leisure and lectures at sea 

Tour ‘perfumed island 1 of Nosy Be. Madagascar 

Tour Mayotte, Comores 

Leisure and lectures at sea 

Tour Zanzibar. Tanzania, sail to Mombasa 

Depart Mombasa to Heathrow via Basle 


Cost per person ranges from £2,500 to £5,100 depending on cabin accomodation aboard the MS Royal Star. 

Price indudes: Full board, ail transfers and airport taxes, 3-day Mara Simba Safari, insurance, ail excursions detailed in the Itinerary. 
Please note that complimentary flights from Manchester to Heathrow are available on request 
Price excludes: Visas (where applicable) and items of a personal nature. 

FINANCIAL TIMES 

a- No FT, no comment. 


Indian Ocean Cruise and Masai Mara Safari 

To: Richard Thomson, Financial Times, One Southwark Bridge. London, SE1 9HL Fax: +44 171 873 4381 
Please send me full details and booking form to the following address: 

^ ame: Signature: 

Address: 


Postcode: Telephone: 

Addresses supplied by readers in response to this promotion will be held by the FT. If you do not wish to receive any 
mailings please tick the box □ 1 
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Commission fearful of stronger watchdog 


From Mr Richard Milner. 

Sir, Mr Graham Weale 
makes some psceptive criti- 
cisms in his attack on *hp 
proposed merger between 
Tractahel and Electrabel to 
rr yn ty a Belgian super-utility 
(Letters, June 11). It appears 
that he concludes In favour 
of a stronger compe titi on, 
watchdog, and, while he is 
right to do so, it is likely 
that his desire will go unM- 
flUecL 

The European Commission 


will not strengthen its com- 
petition directorate (DGIV) 
for fear of member states' 
criticisms that it is a usurpa- 
tion of the subsidiarity prin- 
ciple. Yet, in taking this 
position, the Commission is 
Tiahte to accusations that its 
commitment to competition 
and liberalisation is weak. 

The difficulty to reaching 
the Himmnn position on 
electricity deregulation last 
summer, and the clear bine 
water between many parties 


in the current discussions on 
the liberalisation of Europe's 
gas markets, illustrates the . 
problem all too well. The pri- 
macy of the subsidiarity 
principle has been proven to 
^twriw mine the Com miss ion’s 
objectives, however worthy 
they may be. 

If competition is to be 
effective in Europe, the rul- 
ings of supranational Institu- 
tions must be enforced with 
diligence and fairness in 
member states. The mecha- 


nism that exists currently is 
clearly inadequate. In addi- 
tion, the trend towards the 
creation of “national cham- 
pions’’ must be replaced by a 
culture oL at least, regional 
c ham pions. 

Richard Milner. 

European energy analyst. 
Marketline International, 

1 st floor, 

9-13 Swiss Terrace, 

Swiss Cottage, 

London NW6 4RR, UK 


Windfalls not inflationary 


From Mr Ken Duckworth. 

Sir, The assumption that 
mare money in people’s 
pockets means more pur- 
chasing and inflation is 
flawed. 

Kr-rtnnmiP’g are people not 
numbers and people have 
changed. They may have 
windfalls to spare, but the 
attitude of buying at any 
price no longer exists. The 
consumer is now a very 
price-conscious predator. No 
longer the cavalier spending 
spree of the 1980s, but a 
slick, sophisticated animaL 

The UK has a modestly 
healthy economy with foil- 
ing inflation, in spite of the 
Rank of En gland which a 
year ago was railing for 
higher interest rates. Today, 


we are at the previous gov- 
ernment’s target. Can the 
Bank not accept that it is 
possible to have an expand- 
ing economy without excess 
mfiftWnn? Raising the cost of 
money Is in itself inflation- 
ary and, in any case, infla- 
tion is a global problem. The 
raising of UK interest rates 
will not alter the price erf oil 
or raw materials. 

In real terms, our interes t 
rates are already excessive 
compared to the UK’s com- 
petitors. Further rises wQl 
surely mean fewer golden 
eggs from the goose. 

K m Duckworth, 

14 Mill Street, 

Bradford, 

West Yorkshire, UK 


An exhibition too far 


From Mr Roger Bebner. 

Sir. I just received news 
from “The Euro Info Centre” 
of an event called Interprise 
Textilia 1997, which appears 
to be a trade exhibition or 
seminar organised by the 
European Commission. 

1 was horrified to read that 
"The Euro Info Centre in 
Erfurt, Germany, is one of a 
network of over 220 consult- 
ing offices set up by the 
European Commission to 
provide services to small 
businesses”. This is bureau- 
cracy run mad.- Who author- 
ised vast slices of our taxes 
to be spent in this way? 

What on earth good do they 
do (piled on top of all the 
Chambers of Commerce, 
Business T.inka training and 


enterprise councils and 
what-all that national gov- 
ernments run)? 

What business is it of the 
European Union to run trade 
shows? Surely this is some- 
thing that should be left to 
the commercial sector? 

There are plenty or textile 
shows, exhibitions and con- 
ferences already. 

The best way to help SMEs 
is to cut taxes and regula- 
tion and to Increase labour 
market flexibility. Extra 
Euro-exhibitions, we don't 
need. 

Roger Helmer, 
managing director, 
Donisthorpe. 

Bath Lane, 

Leicester LEI 9BQ. UK 


Quid pro quo border control with UK would be irrational 


From Mr John Jenkins. 

Sir, Like David Sweet 
(Letters, June 5) I have often 
stood in long queues at Brus- 
sels Midi station, after get- 
ting off the Eurostar. But I 
have a rather different anal- 
ysis of the problem. 

If Belgium believes it can 
protect its interests without 
border controls then it 
should do so. Indeed, given 
its porous borders with other 
neighbours, it needs to do so. 
It either voluntarily or 
through signing up to the 
Schengen agreement, it nev- 
ertheless applies border con- 
trols to arrivals from the 


UK. it is presumably because 
it believes in a particular 
threat from UK shores which 
is not present from else- 
where. Unless, of course, the 
reason is an irrational quid 
pro quo for the fact that the 
UK has not Joined the Schen- 
gen agreement for which it 
is not suited and which was 
not written with the UK’s 
situation in mind. If such 
responses have been made, 
that does not make them the 
UK's faolL 

If it applies border con- 
trols to travellers from the 
UK, the least Belgium could 
do is to operate them effi- 


ciently. The wait at Waterloo 
International is never as 
long as in Brussels and is 
often non-existent thanks to 
border controls on the train 
- further evidence that 
badly run public services of 
any description are a greater 
obstacle to intra-Community 
travellers thaw any cursory 
passport check. 

The UK being an island 
makes a difference. Mr 
Sweet's point about the 
number of air travellers is a 
red herring, as five minutes 
at any motorway border post 
will tell him. He might also 
discover that, notwithstand- 


ing Schengen, other states’ 
commitment to abolishing 
border controls is less than 
wholehearted. The "image” 
of those states is not thereby 
called into question by any- 
one I know, and certainly 
not by their own citizens. 
Why are the UK’s worst crit- 
ics always from its own 
ranks, like the character in 
the Mikado. who “praises 
with enthusiastic tone every 
country hut his own”? 

John Jenkins, 

7 Rue Jules Lejeune, 

1050 Brussels, 

Belgium 


Personal View • Peter Sutherland and John Sewell 


Global way to a fair deal 



There are many 
steps the G7 can 
take to promote 
the health of the 
world economy 

The leaders of 
the seven 
largest indus- 
trial countries 
gather in Den- 
ver this week 
far their annual summit. If 
events follow the recent pat- 
tern, the flhai communique 
will focus not only an tradi- 
tional issues, such as mone- 
tary policy and expanding 
trade, but also an the impact 
of globalisation. 

Globalisation - the funda- 
mental changes in the world 
economy unleashed by tech- 
nological advances and the 
liberalisation of trade and 
capital - promotes efficiency 
and innovation and creates 
wealth that can lead to more 
just and equitable societies. 

But rapid adjustments in 
patterns of production, 
investment and trade are not 
without cost There are deep 
concerns that many individ- 
uals — and even nations as a 
whole - will be left out or 
will have to bear the costs of 
benefits enjoyed by others. 

These concerns are under- 
standable. It took decades 
before the benefits of the 
industrial revolution were 
widely and equitably shared 
In the G7 countries. 

There are many steps the 
G7 can take to maintain the 
health of the global economy 
and to meet these new chal- 
lenges. But they must also 
widen the set of actors. Last 
year the G7 called for “new 
global partnerships” 
between developed and 
developing countries and the 
multilateral institutions to 
ensure that all countries 
benefit from globalisation. 

The goal is correct, the 
forum is not The G7 frame- 
work is inadequate to 
address the policy implica- 
tions of globalisation. The 
process must involve both 
those “emerging market" 
countries now driving and 
benefiting from globalisation 
- notably in Asia and Latin 
America - as well as those 
countries marginalised by It, 
in particular many countries 
of sub-Saharan Africa. 

Effective responses to 
deepening globalisation 
must be based on mutual 


commitment to policy 
chan ges and on a renewed 

anpharis OH m iiltilat p raliKm 

Fortunately, there is no 
immediate need to create 
new institutions. The World 
Bank and its regional part- 
ners, the International Mon- 
etary Fund, the World Trade 
Organisation and the United 
Nations have vigorous lead- 
ers and the required institu- 
tional capacity. 

There are, however, impor- 
tant initiatives that the G7 
can take to give meaning to 
the notion of “new global 
partnerships” which, over 
the long run, will deepen 

pi nTHIatpraligm- 

• G7 leaders should propose 
a new global economic sum- 
mit - a periodic meeting 
bringing together the heads 
of government of big indus- 
trial countries, representa- 
tives of the em er gi ng econo- 
mies and the poorest 
countries, alon g with leaders 
of multinational institutions. 
These informal meetings 
would be designed to pro- 
mote initiatives that could 
be implemented by gristing 
institutions. 

• The consequences of glo- 
balisation must be 
addressed. To capture the 
benefits and buffer the costs 
of intensifying globalisation, 
new public policies within 
and between countries are 
needed, particularly for 
nations in transition and in 
the developing world. 

Multilateral co-operation 
will be needed on two fronts. 
First, it must focus on help- 
ing those countries that are 
at risk of marginalisation. 
The need is particularly crit- 
ical for the very poor coun- 
tries that lack the infrastruc- 
ture, human skills and 
governmental capacities 

There are deep 
concerns that 
many individuals 
- and even 
nations - will be 
left out or will 
have to bear the 
costs of benefits 
enjoyed by others 


needed to tap into the bene- 
fits of globalisation. 

Second, the possible side- 
effects of globalisation - 
including environmental 
degradation, health chal- 
lenges, migration, and the 
threats of crime and terror- 
ism - must be confronted- 
None of these problems is 
new, but the combination of 
rapid technological change 
and increased cross-border 
commercial transactions has 
created an environment in 
which such scourges can 
spread more easily. 

G7 leaders could take the 
initiative to focus their “new 
global partnerships" on pro- 
grammes designed to build 
human capacity to capture 
the benefits of globalisation, 
support programmes that 
would not otherwise attract 
private investment and 
trade, and create a new set 
of global arrangements 
among governments focused 
on such issues as health, 
environmental an d security. 

There must also be a 
greater willingness to open 
markets for such vital devel- 
oping country exports as tex- 
tiles and agriculture. 

Countries will also require 
financial support The 50tb 
anniversary of the Marshall 
plan offers the opportunity 
for the G7 leaders - whose 
countries provide three- 
quarters of all development 
aid - to make long overdue 
changes in their aid pro- 
grammes to support new 
global partnerships. 

Development in low- 
income countries is much 

more important than it was 
during the cold war. when 
too much aid went to buy 
allies. Now, development is 
at the care of the solution to 
the problems that affect the 
long-term interests of the G7 
countries themselves given 
the ever-tighter links 
between rich and poor coun- 
tries. Aid and other policies 
need to reflect that reality. 

• G7 leaders must seek to 
equip Africa, by far the most 
marginalised continent, whh 
the necessary physical and 
institutional infrastructure 
as well as h uman capital to 
take advantage of global 
opportunities. 

Africa does not need more 
conventional aid, which has 
too often promoted political 
interests, been tied to donor 
exports, and has gone to the 
repayment of debt and the 
purchase of inappropriate 


technical assistance. 

G7 countries should imme- 
diately drop existing non- 
tariff restrictions on exports 
- particularly textiles and 
agricultural produce - for 
those African governments 
committed to much more 
rapid and deep economic lib- 
eralisation. 

Reform-minded African 
countries should be offered 
technical assistance geared 
towards helping them 
exploit trade opportunities. 
They should be given much 
deeper and foster debt reduc- 
tion than currently pro- 
posed, have access to export 
incentives and guarantees to 
promote private investment, 
and be helped to tap into the 
information revolution. 
These new commitments 
should be limited in time - 
say for 10 years. This would 
be enough to allow commit- 
ted African governments to 
be launched on the path of 
global integration. 

Globalisation is inevitable. 
Both the benefits and the 
risks are high. The issue is 
how globalisation will he 
addressed while still in its 
infancy. If it is not manag ed 
correctly, It may lead to 
instability, even in countries 
that benefit. The costs of an 
ever-more marginalised 
developing world would be 
considerable. 

Conversely, if countries 
perceive the benefits globali- 
sation can bring, they are 
more likely to be willing and 

able to co-operate with the 
G7 countries to address the 
challenges - from trade 
expansion and global finan- 
cial stability to the control of 
narcotics, crime and terror- 
ism. 

We have an opportunity to 
create an international sys- 
tem that growth 

and equality. It could Inte- 
grate emerging economic 
powers and bring marginal 
participants Into the main- 
stream of global expansion. 
Unless it pursues concrete 
initiatives to create truly 
“new global partnerships" 
that ensure the benefits of 
globalisation extend to all. 
the G7 risks becoming even 
more irrelevant. 

Peter Sutherland is chairman 

of the board of the Overseas 
Development Council and fir- 
mer director-general of the 
General Agreement on Tariffs 
and Trade. John Sewell is 
ODC president 
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The spring 
of recovery 


To Europe’s l8JSm unemployed, 
the rosy prospects for the world 
economy may seem depress- 
jngly distant 

Hie latest forecast from the 
Organisation for Economic 
Co-operation and Development 
in Paris predicts that unemploy- 
ment in the European Union 
will have declined from 11.3 per 
cent of the workforce thin year 
to 11 per cent in 1998. It is a step 
in the right direction, to be 
sure; but a very small one com- 
pared with the mountain to 
climb. If EU unemployment 
were the same proportion of the 
workforce as it now is in the US 
(or as it was in the EU in 1976) 
the number of Europeans on the 
dole would be 10m fewer. 

A reduction on this scale can- 
not be achieved quickly, 
because, as the OECD points 
out, a very large proportion of 
EU unemployment is now struc- 
tural. Many people could not 
find jobs even if the economies 
were running at full throttle. 
The OECD emphasised this 
gloomy predicament by talking 
of a “jobless recovery”. Compa- 
nies continue to replace over- 
expensive labour with 
machin es. So even if the new 
socialist government in France 
were to succeed in pum ping up 
the economy, without structural 
reforms, the results would be 
disappointing. 

On the other hand, the recent 
economic performance in the 
US shows what can in principle 
be achieved with a flexible 
labour market The OECD fore- 


casts that strong growth of 3£ 
per cent this year will be com- 
bined with unemployment of 
only 5 per cent and inflation of 2 

per cent although with some 

slowing down in 1998. 

Similarly, the UK, which h»n 
liberalised its labour and prod 
net markets, is expected to 
achieve an unemployment rate 
of 5.B per cent next year, close 
to that of the US and only about 
half the rate in France a nd Ger- 
many. The moral should be 
clear, especially as the OECD 
calculates that every 1 percent- 
age point cut in structural 
unemployment could reduce 
government deflate by up to 05 
per cent of GDP. in other words, 
if France could get its jobless 
rate down to that of the UK, it 
could be heading for a budget 
surplus without taking any 
other painful measures. 

Of course, deregulating labour 
and product markets is not 
easy. It may mean, in the short 
term, that wages tell and work- 
ers in feather-bedded state 
industries lose their jobs. 

But the latest forecasts from 
-the OECD and the TrrtwraH Urinal 
Monetary Fund show that now 
is the time to do it The world is 
set for a comparatively golden 
period of steady growth, low 
inflation and buoyant trad* in 
Europe, the prospect of mone- 
tary union has also brought 
exchange rate stability and con- 
vergent interest rates. These 
also can only be preserved by 
one thing - structural reform. 


UN deals 


The agreement struck between 
the White House and the Senate 
Foreign Relations Committee to 
pay off US debts to the United 
Nations *is good news. It is 
unlikely that, every one of the 
committee's four pages of 
demands will be accommodated, 
and further deals will be 
needed. But an important hur- 
dle has been cleared. 

No other UN member has leg- 
islative committees which 
demand that the' payment of 
dues should be subject to unilat- 
erally imposed conditions. But 
it is a fact of US constitutional 
life that Congress controls the 
purse strings. 

The agreement of the Foreign 
Relations Committee chairman. 
Senator Jesse Helms, to sanc- 
tion the repayment of $8l9m 
(£502m) of the $L3bn the UN 
says is outstanding is a great 
improvement on the unco- 
operative stance he has taken 
during the long-running stand- 
off. To describe Mr Helms as a 
critic of the UN would be a 
crass understatement. 

Even so, the “benchmarks" 
set by the committee win cause 
problems. These conditions 
range from the trivial (docking 
aid to countries where UN offi- 
cials receive parking tickets), to 
the substantial (a sharp reduc- 
tion in US contributions). Mr 
Helms requires that the US Gen- 
eral Accounting Office should 
inspect the UN books. It is cer- 
tainly desirable that UN 


accounts be open to scrutiny, 
but to all members, not just 
one. 

The UN secretary-genea], Mr 
Kofi Annan, has given a care- 
fully guarded welcome to the 
US plan. Mr Annan is shrewd 
enough an observer to under- 
stand Washington's delicate 
division of powers, and extreme 
isolationist streak. Hus at least 
is a step in the right direction. 

The reaction of the other UN 
members has been understanda- 
bly cool. Countries that have 
shouldered the financial burden 
during the US's partial boycott 
think that the debt should now 
be repaid in fall. And if future 
US payments are reduced, oth- 
ers win have to make up the 
difference. 

Nor will leading member 
countries be pleased by the 
prospect of the agenda for UN 
reform being set by a few indi- 
viduals an a US senate commit- 
tee. Japan and Germany in par- 
ticular are likely to any 

demands for more cash with 
demands for permanent 
seats on the UN security 
Councfl. 

Nonetheless, the US decision 
to re-engage with the UN should 
be welcomed and encouraged. 
An agreement must be found. 
As the remaining world super- 
power, it is in everyone’s inter- 
est that the US plays not only a 
a leading rale in world affairs, 
but also a constructive role in 
the United Nations. 


Banzer’s choice 


Bolivia's democracy is feeing a 
crucial test after this month’s 
general elections. Under the 
country's unusual political sys- 
tem, Congress must decide 
which of the leading two candi- 
dates in the popular presidential 
vote becomes head of state. The 
outcome of the political horse 
tr ading now under way is cru- 
cial to the country's future. ‘ 
The man most likely to be 
president is a former de facto 
dictator of Bolivia in the 1970s, 
General Hugo B&nzer, who 
polled the most votes. 

As he bids to secure the presi- 
dency, Gen B&nzer should be 
aware of the importance ctf capi- 
talisation, Bolivia’s unique pri- 
vatisation method enacted by 
the current government of Pres- 
ident Gonzalo S&nchez de 
Losada. This has secured $i.7bn 
of foreign investment from for- 
eign “strategic partners" now 
managing five former state- 
owned companies. The invest- 
ment is badly needed in a coun- 
try starved of it for decades, and 
promises a distribution of share 
proceeds to the entire popula- 
tion through newly created pen- 
sion funds. It would be a pity 
to disrupt, this promising 
p rocess . 

As a former dictator, Gen 
Baraer should also be anxious 
to avoid commitments that 
would undermine democracy. In 
this respect, the pact he 
qnwoimffpd last week with a for- 
mer president, Mr Jaime Paz 


Zamora of the MZR. the Revolu- 
tionary Movement of the Left, is 
worrying. 

Mr Paz Zamora, a former 
Marxist jailed and exQed by Gen 
Mrnw ln the 1970s, was third in 
the poll and would -under the 
pact ensure that his deputies 
back Gen B&nzer. The problem 
is that Mr Paz Zamora is cur- 
rently denied an entry visa to 
the US because of alleged hnks 
to drug traffickers. His chief 
political aide is in jail in Bolivia 
on narcotics-ralated charges, 

and other members of the MIR 
have been implicated. 

Bolivia is already deeply dam- 
aged by the cocaine trade, and 
the alliance risks a corrosion of 
the democracy reestablished 15 
years ago. Serious as this Is, the 
full implications do not stop 
there. Bolivia is still heavily 
dependent on aid from the US, a 
flow of resources that could dry 
up if the MIR playB an impor- 
tant role in government . 

- US backing is also essential 
for a proposed foreign debt for- 
giveness deal. Without these 
debt concessions, hard won 
advances of the Bolivian econ- 
omy remain acutely vu lnera ble 
to downturns in commodity 
prices. 

Gen B&nzer could secure the 
presidency without the backing 
of the MIR. He should avoid the 
risks associated with Mr Paz 
Zamora and his supporters and 
make every effort to secure the 
support of other parties. 
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Close to boiling point 

The left’s victory in France could turn the Amsterdam summit 
into an exercise in crisis management, says Lionel Barber 


T oday’s European 
Union summit in 
Amsterdam was never 
going to be a straight- 
forward affair. Now, 
thanks to an uninvited guest, the 
stage management promises to 
be trickier thaw appeared likely. 

Just a fortnight ago, the Dutch 
hosts hoped they could keep eco- 
nomic and monetary union off 
the agenda. Their game-plan was 
to force EU leaders to c oncl ude a 
revised Maastricht treaty, which 
would reform institutions and 
decision-making to prepare the 
Union for enlargement to central 
and eastern Europe. 

But a rush of unforeseen 
events, culminating in the left’s 
upset victory in the French par- 
liamentary elections, has turned 
European politics upside down. 
Rather than being a showcase for 
a new “Treaty of Amsterdam”, 
the summit could turn into an 
exercise in crisis management, 
primarily between France and 
Germany, over the terms and 

i»rm fUtlrma of Rirm 

A Franco-German split opened 
up last week when the new 
Socialist-led government in Paris 
announced it needed more time 
to consider the Stability Pact 
which it felt tilted too .far 
towards budgetary rigour at the 
expense of growth and Jobs. The 
German-inspired pact intended 
to guarantee fiscal discipline in 
the fixture single currency zone, 
was supposed to be signed in 
Amsterdam, along with two other 
texts on a reformed Exchange 
Rate Mechanism and the legal 
status of the euro. 

Ratification of the pact whose 
sanctions were modified under 
French pressure in Dublin six 
mrmfhc ago, is essenti al to main- 
tain the confidence of financial 
markets in Emu. Though not 
unexpected, the French demands 
removed the air of inevitability 
about the planned launch of the 
single currency on January 1 
1999. 

Last Friday's Franco-German 
summit in Poitiers felled to pro- 
duce a breakthrough. The Ger- 
mans were especially irritated by 
French demands for “concrete 
measures” - a euphemism for 
spending EU money on job cre- 
ation. Hopes rest an a compro- 
mise whereby the French would 
sign up to the stability pact In 
return for obtaining a sol emn 
declaration in Amsterdam that 
employment and growth should 
be top of the ElTs agenda. 

But mistrust lingers. German 
officials voice doubts about 
France’s long-term commitment 
to fiscal discipline, while French 
officials warn that Germany 
must honour its treaty commit- 
ment to monetary union or face 
consequences. “What is worry- 
ing," says one insider, “is that 
both sides are talking the lan- 
guage of mutually, assured 
destruction.” 

The fracas over the stability 
pact suggests that internal con- 
flicts generated by Emu are 
growing, and could spill into 
other areas. To date, EU leaders 
have followed an iron rule that 
the euro-debate must be kept sep- 
arate from the contentious issues 
feeing them in the next 18 
months: conclusion of the inter- 
governmental conference (I GO 
which Is reviewing the Maas- 
tricht treaty; eastern enlarge- 
ment and file related renegotia- 
tion of the EU budget; and reform 
of the common agricultural pol- 
icy yryi the regional aid budget. 
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The sine qua non is a success- 
fill IGC which paves the way far 
the selection of candidates for 
enlargement by the gnd of the 
year. Then comes the choice of 
Emu members in spring 1998, 
renegotiation of the budget in 
1998/1999 and Emu's launch. 

In a flash of temper in Luxem- 
bourg last Monday. Mr Theo Wai- 
gel, the German finance minister, 
warned that there could be no 
agreement in the IGC without a 
deal on the stability pact. He 
retreated later but Mr Lamberto 
nini, the I talian foreign minister, 
has offered a reverse warning: 
without a satisfactory outcome to 
the IGC and, by implication, if 
Italy faik to make the first round 
of Emu. enlargement itself could 
be at risk. 

These tensions reflect how 
Emu has become the defining 
issue in European politics. This 
holds good for Italy and Spain - 
where the prime ministers of 
centre-left and centre-right coali- 
tions respectively have staked 
their careers on being in the first 
round of monetary union - but 
also for France and Germany, 
whose participation in Emu is 
indispensable on political 
grounds alone. 

Six weeks ago, President Jac- 
ques Chirac’s decision to call 
snap parliamentary elections in 
France was widely seen as a dar- 
ing bid to clear the decks for 
fresh austerity measures to guar- 
antee that the country would 
meet the Maastricht budget defi- 
cit criterion of 3 per cent of gross 
domestic product in 1997- 

But the gamble failed. Mr Chi- 


rac now feces the prospect of five 
years of “cohabitation" with Mr 
Lionel Jospin, France's new 
prime minister, «nri his Socialist- 
led cnallHnn. The left’s message 
is that austerity cannot continue 
without a stranger commitment 
to tackle unemployment. Indeed, 
the previous centre-right govern- 
ment led by Mr Alain Juppe had 
also signalled the same concern 
that Maastricht was increasingly 
seen by the French public as a 
recipe for deflation. 

F rench calls for a politi- 
cal counterweight to 
the future central 
bank - a so-called Sta- 
bility Council drawn 
from members of the euro zone - 
were a further symptom of 
unhappiness with the German 
blueprint for monetary union. 

In normal times, Ger many 
would be eager to accommodate 
its closest aDy. But these are not 
normal times. Chancellor Helmut 
Kohl, Europe’s elder statesman, 
is probably more vulnerable than 
at any time since he assumed 
power in 1982. An over-regulated, 
inflexible German economy is 
stuck with slow growth. Unem- 
ployment in Germany is at the 
highest level since 1933. The 
centre-right coalition is paralysed 
by a budget crisis which could 
endanger Germany's ability to 
meet the deficit criterion for 1997. 

The pressure-cooker atmo- 
sphere in Bonn hag intensified 
since Mr Waigel proposed reval- 
uing the Bundesbank’s foreign 
exchange and gold reserves as a 
short cut to reducing the 1997 


deficit. After a public outcry, the 
government backed down. The 
result is that Mr Kohl has almost 
no margin of manoeuvre on Emu. 

Instead, he is reduced to issu- 
ing ever more frequent warnings 
that the single currency is a mat- 
ter of “war and peace” in Europe, 
that a delayed launch will lead to 
chaos OD the financial plackets, 
and that an overvalued D-Mark 
will kill German exporters. 

In the past, such rhetoric has 
helped to force agreement at EU 
summits. So what are the 
chances for an IGC deal, assum- 
ing the French and Germans can 
paper over their differences? 

Last night. European Commis- 
sion officials argued a deal was 
possible, largely because Presi- 
dent Chirac had thrown his 
weight behind signing the stabil- 
ity pact “Does Mr Jospin want to 
go down as the man who killed 
Europe, and killed the euro?" 
says one official. 

The other favourable sign is 
that the Dutch presidency’s final 
draft treaty text avoids many of 
the pitfalls which marked the 
launch of the 1992 Maastricht 
treaty. The new treaty attempts 
to “repair” Maastricht by 
steering clear of a big increase in 
EU-wide powers, offering citizens 
the right to more information 
about decision-making in Brus- 
sels. creating closer co-operation 
in matters of internal and exter- 
nal security and promising more 
coordination on employment pol- 
icy. 

Welcome to the "People's 
Europe”. The centrepiece is a 
new chapter entitled “Freedom, 


Security and Justice” which 
would allow for a progressive 
phasing-out of border controls 
over five years, buttressed by 
deeper co-operation on asylum 
and visa policies to bolster the 
ElTs external frontier and com- 
bat illegal immigration. Britain 
and Ireland will retain control 
over their national frontiers. 

The Amsterdam treaty's other 
professed objective is to make the 
Union fit for expansion to the 
former communist countries of 
central and eastern Europe 
around the turn of the century. 
On this the jury is out 

Although most countries have 
signalled they are willing to relax 
the paralysing rule of unanimity, 
there is still no consensus on the 
extent of majority voting or a 
new “flexibility" clause allowing 
countries to co-operate more 
closely without being held back 
by laggards. 

Finally. EU leaders have still to 
agree on the reform of EU institu- 
tions and decision-making. This 
issue, which includes the number 
of EU commissioners and the rel- 
ative voting weights in the Coun- 
cil of Ministers, touches on the 
balance of power between the 
small and larger member states 
in an enlarged Union. 

If the summit fails to reach 
agreement, the Dutch presidency 
has pencilled in another meeting 
at the end of the month. But a 
deal on the IGC will not remove 
the Inherent tensions In the Emu 
project, (especially over the 
choice of future members). 
Amsterdam at best will signal a 
truce. 
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•’ population, with a tough , 
decision. Jf other Islamic leaders / 
. follow hlsexample, that’s l,2bn ■; 
..potential cus tomers denied to . 
the tobacco industry. 


Private bank 

■ Few journalists spurnedtisebv 
.'invite&to iast.week'spr^V,. 

: conference, by Medibbanca.it = 

■■ wasn't that they wanted toknow 
about Austria’s privatisation 
' plans they had never before '// 
been allowed into the secretive . 
Jffilan investment bank's palazzo 
. behind La Beal* opera house. . 


• But they didn't get behind the 
: Iron gates into the c ou rtyard and 
th$ drawing rooms where some 
of Italy's biggest and most 
co ntrove rsial business deals 
. have, been negoti a ted. Instead, 
they were whisked through a . 
side door into an austere lecture 
hall with, drab green velvet 
curtains; and plain white walls. 

A large bouncer was on hand to 
make sure everybody behaved. 

No secrete about the arcane 
and alocrf institution - run for . 
four decades by 89-yearoJd 
. Enrico Cucda •- were disclosed. 
Even so, the feet that it bad 
happened at all caused a stir in 
Mila n financial circles. It was 

taken as yet another sign that 
times are changing. Many are 
saying that Mediobanca’s 
influence is on the wane after a 
string qf setbacks and Up mwfti 
is waiting for the next sunnmxis: 
tda piresaconfomice on the 
bank's own future. 


Clashing symbol 

■ It's a pity that the Restaurant 
, de la Vienna 'was the nearest 
fihiinwll w q»jwint Knhl got to 
Futmroscope/.the futuristic 
. theme park across the road from 

Fr iday ** ft iatififr CkBinatt j Wrmrwit 

near Poitiers: • ; 

No doubt tl^ batfotxaectefote . • 
: gras and new season's lamb, 
helped reconcile ^ the. chancellor 
to dealing with France’s new 
Ja&wing government But Mr 


Kohl might have found food for ' 
thought had he popped, into the 
perk and its pavDions - 
indudfng Europe's largest Dat 
screen cinema, whose operators - ' 
had thoughtfully installed a 
specially large seat. 

Jospin was happy tb point out 
the park's symbolism. It ftfaiwwi . 
to be “based on synergy between 
the three main ac t i vitie s of man: 
leisure, training and work" - in 
other words it's a centre for an.. 
Important service industry 
(tourism), with educational and 
conference facilities. But given 
the public fahds spent on setting 
up the park, Kohl might have . 
preferred to see it as one of those 
publicly financed job creation 
Bfl h»nns Germany is so anxious. - : 
to block at today's EU summit in 
Amsterdam. 


Wholly spirit 

M Austria’s highest court has 
opened tip a whole new fielded 
exclusive rights by ruling that 
American spiritual medium 
Judy Knight is the only person 
allowed to chat with Ramtha. He 
was apparently a force to be ■ 
reckoned with on the. onnttomt 
'Atlantis 35^00 years ago before ' 
ft - and presumably he - sank 

beneath the briny. The court. 

told rival German medium Julie 
Ravel to stop butting" In, as - • 
Knight offered certain,-;-, 
“transcende n tal inspirations ’ *- 
attributed to SanrthaVSo there. 


100 years ago 

Annexation Of Hawaii 
Washington. 14th June. A 
treaty providing for the 
annexation of Hawaii to the 
United States will, according 
to present arrangements, be 
sent to the Senate at an early 
date. The measure provides 
for complete annexation, 

.. without the exactions of any 
conditi o ns on the part of the 
Hawaiians regarding the form 
of government to be adopted. 
This question will be settled 
by the United States, which 
trill also assume the public 
debt of Hawaii, but will 
secure in return the Grown, 
lands and other possessions. 

It is understood that this 
treaty is in accordance with 
President McKinley's view. 

The Treaty With China 
The Treaty with Ghtna that 
was ratified last week should 
have received more attention 
than was the case from the 
Stock Exchange. One of the 
chief interests to benefit is 
that of the Burma Railways 
Company. If South-East China 
is to be opened up. a great 
inmates to trade must result 
from enhanced revenues to 
the Company; which must 
doubtless extend its system 
for tee purposes of developing 
trade. It must be remembered 
that there is a guaranteed 2 % 
per cent interest on this 
concern, and teat until 1901 a 
farther V4 per cent from 

Surplus revenue is promfsed. 






18 






PRINTERS 
FAX MACHINES 


FINANCIAL TIMES 

Monday June 16 1997 


' r ' : 

our Uushii'rs ( /, OSS ts 

si>k>i(/h/ty !•> ■ • 

RadiSSOa^IWARDIAN 

R ES = R V ATiO Nl S ° S C 0 37 4 4 11 


Brazil probes claiiii that steel 
groups run price-fixing cartel 


By Geoff Dyer in S3o Paulo 


The Brazilian government win 
officially launch a formal 
inquiry today into allegations 
that three of the country’s 
biggest steel companies have 
been operating a price-fixing 
cartel 

The government will order 
the three companies - Comp- 
anhia Sidertirgica National 
(CSN), Usiminas and Cosipa - 
to cancel an increase in prices 
scheduled for this month. 

Separate investigations are 
also to be launched into the 
pharmaceuticals and alumin- 
ium industries. Hoechst 
Marion Roussel! , a subsidiary 
of Hoechst, the German phar- 
maceuticals group, will be 
ordered to reduce some of its 


prices. 

The decisions come in the 


wake of the privatisation of 
Companhia Vale do Rio Doce 
(CVRD), the world's biggest 
iron ore miner, bought last 
month by a consortium led by 
CSN, the biggest Brazilian 
steel company. The sale had 
raised fears about the forma- 
tion of a steel cartel because 
CVRD also owns a stake in 
Usiminas, CSN’s biggest rival 
The latest price increase 
prompted complaints of price- 
fixing, particularly by makers 
of car parts. 

Cade, the government’s anti- 
trust watchdog, is conducting 
■a separate investigation into 
the implications for the steel 
industry of the CVRD privati- 
sation. Analysts say Cade 
might ask CVRD to divest 
some of its holdings in the 
steel sector. 

Mr Ruy Coutinho. head of 


the economic law department 
of the Ministry of Justice, said 
there had been signs of cartel- 
like behaviour in May when all 
three steel companies simulta- 
neously announced similar 
price rises. If the companies go 
ahead with a planned price 
increase of between 4 per cent 
and 12 per emit on June 27, 
they will face a daily fine of 
RS55.000 ($51,402), he said. 

The three companies refused 
to comment, saying they had 
not yet been officially 
informed. However, steel exec- 
utives argue privately that the 
idea that they operate a 
domestic cartel is mistaken 
because they have to compete 
in an International market for 
steel 

Analysts said that, indepen- 
dently of the actual circum- 
stances of the price rises, the 


French graphologists fear 
they could be written off 


Hong Kong 
races up 
to handover 


By Andrew Jack in Paris 


A decision by one of France’s 
largest companies to give up 
handwriting analysis as an aid 
to recruitment has shaken the 
nation's graphologists. 

Saint-Gobain, the building 
materials group, announced 
last week it had dropped gra- 
phology - the study of band- 
writing to understand some- 
one’s personality - from its 
arsenal of recruitment tech- 
niques. 

But the move has yet to 
start a tread in France. 

Mr Denis Sesboue, a partner 
with Boyden International the 
executive recruitment firm, 
said: “1 think 80-90 per cent of 
large companies and head- 
hunters use graphology, even 
if only 40 per cent admit it 
Some use it In their analyses 
of candidates while pretending 
that they haven't" 

More than 200 specialists 
have received the five years' 
specialist training necessary to 
join the GGCF, the French 
group of graphological consul- 
tants. 


The French society of gra- 
phology has 10,000 members. 

Mr Jean-Louis Befla, chair- 
man of Saint-Gobain, gave up 
the practice in his group, say- 
ing that there was no scientific 
proof that it worked. 

Mr Xavier Grenet, in charge 
of supervising the company’s 
managers, said: “We are not 
making a judgment on gra- 
phology. But it is a very 
French discipline and we are 
becoming a more and more 
international group. 

“It Is in our interest to adopt 
practices which are acceptable 
around the world." 

The announcement was met 
with relish by the French 
press, but graphologists’ 
hearts sank at the news. 

*T broke down when 1 read 
that," said one part-time prac- 
titioner who preferred ano- 
nymity in view of her job at a 
high-profile French organisa- 
tion. "It caused me a lot of 
pain." 

Like a number of her col- 
leagues. she argued that 
because graphology was not a 
legally protected profession. 


there were “many charlatans” 
who discredited its image. 

French employment legisla- 
tion at the start of the 1990s 
forced anyone using graphol- 
ogy as the basis for a decision 
to admit it publicly. 

Ms Francoise Elefteriou, 
president of the GGCF, said: 
“Graphology is best used when 
you want to make a final 
choice between two candi- 
dates. The proof that it works 
is that I have the same corpo- 
rate clients who have been 
coming back to me for 
years." 

Mr Jacques Mazard, a 
French company executive 
who holds a diploma in gra- i 
phology, said he had found the 
practice very useful to ■under- 1 
stand the personality of candi- 
dates who bad passed all other 
recruitment barriers. j 

But he stressed that the 
tests needed to be done prop- 
erly and that he never ana- 
lysed personal letters or the 
handwriting of staff within the 
company. 

"It is not a party game," he 
said. 


Continued from Page 1 


meeting. Hie governor Sir J. 
Davis has given a cup of 
HKfZOOT 

Since Chen, the Jockey Club 
has become one of the territo- 
ry’s biggest businesses. Even 
before yesterday's meeting, 
gambling revenues topped the 
HK$80.Gbn bet in the 1995-96 
season. 

By the end of the day. total 
betting for the season 
amounted to about HKS15.000 
for each of Hong Kong’s 6m 
residents. 

Nowhere else do so many 
hopes - or dollars - ride on 
horses. Hie big winner is the 
government which pockets 
about 13 per cent of revenues. 

It is harder going for punt- 
ers. No one managed to guess 
all nine horses few the triple 
trio, although 353 managed to 
pick the six leading horses in 
the first two legs, netting 
them more than HK$2m each 
for their HK$10 stakes. 

But Mr Hen was not among 
them- Lucky Lord, it seems, 
was not so lucky. 


Airbus chief hits out at McDonnell Douglas 



Continued from Page 1 


Ron Woodard: defended 
McDonnell Douglas's record 


cancelled plans to launch the 
MDXX. a civil aircraft which 
would have competed with the 
Boeing 747, Mr Pierson said. 
By doing so. McDonnell Doug- 
las “pre-empted the objections 
the American antitrust author- 
ities could have had about the 
reduction of competition in 
these two sectors as a result of 
a merger with Boeing”. 

Mr Pierson added: "Recent 
statements by the manage- 
ment of Boeing leave no doubt 
of a long-lasting strategy 
Implemented with McDonnell 
Douglas's active complicity: to 


limit Airbus Industrie's role to 
that of a niche player with a 
long-term view to eliminate 
it." 

Mr Pierson also repeated his 
attacks on Boeing’s conclusion 
of agreements with three US 
airlines - American, Delta and 
Continental - to be their sole 
aircraft supplier for 20 years. 
He said the deals were illegal 
under the Treaty of Rome. 

Mr Woodard defended Boe- 
ing’s exclusive deals, saying 
they had been concluded at the 
instigation of the airlines. He 
said he did not believe any 
other airlines were interested 
in concluding exclusive deals. 


Mr Woodard continued the 
war of words between the two 
manufacturers by saying that 
Airbus had won recent aircraft 
contests in China because 
European governments 
had refrained from criticis- 
ing China's human rights 
record. 

He said the governments 
had “been backing off from 
human rights resolutions in 
the UN and they have been 
rewarded for that". He said 
Boeing, which still dominates 
the Chinese market, would 
continue to campaign for con- 
tinued Most Favoured Nation 
status for China. 


FT WEATHER GUIDE 


Europe today 


Russia will be warm and humid 
with widespread showers and 
thunder storms. 

The areas near the Alps and 
Pyrenees will have a lew heavy 
thunder storms In the afternoon. 
Low pressure will remain over 
Scandinavia, producing 
widespread rain clouds and 
thunder. 

Cool, unsettled weather to the west 
of this system will move Into 
western Europe. It will be cloudy 
with occasional sunny periods. 
Scattered showers will develop. 

It will be sunny and warm south of 
the Alps and Pyrenees. 

North-east Spain may have 
occasional thunder storms. 
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Five-day forecast 

Rain and heavy thunder storms will 
shift slowly south towards Italy and 
the Balkan countries. Mountainous 
areas may have local flooding. 

The Iberian peninsula, Turkey and 
Greece will stay sunny and warm. 
Western Europe will be unsettled in 
places. 
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TODAY’S TEMPERATURES 


Situation at 12 GMT. Tanpar^utximnmumfbrdsy. ftawasrs by MWeo Consult of weAtottetotta 
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No other airline flies to more cities 
around the world. 
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THE LEX COLUMN 


Taxing times 


companies were justified in 
increasing rates. "The domes- 
tic market is really beating up 
because of the demand for cars 
and domestic appliances," said 
Mr Raphael Biderman at Rob- 
ert Fleming in SSo Paulo. 

Share prices in the steel 
companies fell sharply on Fri- 
day after the news leaked oat 
CSN shares fell 4.7 per cent to 
RS34J30 and Usiminas, which 
owns 49 per cent of Cosipa, 
closed down 3.6 per cent at 
R5L.06. 

The decision to open a price- 
fixing investigation followed 
the announcement by Cade on 
Thursday that Miller Brewing 
of the US, and Brahma, the 
Brazilian beer maker, to 
dissolve a joint ve n t ure set up 
in 1995 on the grounds that it 
reduced competition in the 
beer market 


The UK chancellor of the 
exchequer’s July 2 Budget looks 
less and less like the non-event it 
once might have been. Perhaps that 
should be no surprise: a timid first 
appearance hardly seems Mr Gor- 
don Brown’s style. Besides, the poli- 
tics points towards a Budget with 
teeth - specifically, one which 
delivers an early tigh tening of the 
Conservatives' fiscal stance adopted 
before they lost the general elec- 
tion. There is, far a start, e very 
likelihood that the curr e nt National 
Audit Office study win decide the 
Conservatives' planning assump- 
tions were rather too optimistic. 
Conveniently, therefore, Mr Brown 
rap raise taxes now wtiH gtiH blame 
bis Tory predecessors. This would 
give some badly-needed financial 
leeway latex in the parliament by 
which time a cash-starved public 
sector will be desperately squealing. 

The snag, of course, is Mr Tony 
Blair’s much-hyped no-income-tax- 
rises contract with, the people. But 
Mr Blair is also a calculator: some 
pain now would almost certainly 
pay for itself handsomely in dam- 
age limitation later. This is not just 
a mattnr of rutting borrowing: he 
should also be aiming to damp 
down demand and relieve the need 
for bitter monetary medicine. This 
would usefully take some of the 
steam out of sterling. 

Ideally, therefore, the chancellor 
should be targ etin g the consumer. 
Hie ttewianri effects of even, say, 
£3bn a year in suitably targeted tax 
rises would be roughly equivalent 
to a 05 per cent rise in interest 
rates - wen worth a spot of political 
bother. At the same time, he could 
sensibly take the opportunity to 
abolish a pointless tax break. The 
most obvious harmful oddity in the 
system is mortgage interest tax 
relief - abolition would raise £3bn a 
year. An alternative, which would 
raise £3J)bfl. would be to shed the 
married couples' allowance. 

What should investors make of 
news that the chancellor is plan- 
ning the opposite - to raid the cor- 
porate sector instead? Politically, 
the attractions are obvious. Compa- 
nies do not vote. But it looks a 
lousy strategy all the same. For one 
thing , abolishing the dividend tax 
credit would do nothing to calm 
consumer demand. Also, the gov- 
ernment is committed to a major 
review of the corporate tax system. 
Even Mr Brown cannot plausibly 
claim to have property cracked this 
most knotty of intellectual prob- 
lems in just a couple of months. To 
introduce piecemeal changes now. 
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therefore, can only be what it seems 
- naked opportunism. If the govern- 
ment rushes down this route, aban- 
doning the promise of a real review, 
it ran wave goodbye to the trust it 
has so far enjoyed from the busi- 
ness communi ty. Its alleged com- 
mitment to encouraging investment 
will also- be left in tatters. 

Much the same applies to taxes 
on savings. These are undeniably a 
mess. Expensive gimmicks intro- 
duced by the Conservatives, such as 
tax-exempt special savings accounts 
(Tessas), could strike Mr Brown as 
a soft target So could higher-rate 
tax relief on pension contributions. 
But again, to make one-off moves 
without a broader strategy - and 
especially without making a link to 
the long-term thinking Mr Frank 
Field in the social security depart- 
ment is supposed to be engaged in - 
would be 'an error. Both here and 
on corporate taxes the best possible 
announcement from Mr Brown 
would be a promise of consultative 
green papers tackling the big 
issues. 

Then there is many investors' 
favourite bugbear, capital gains tax. 
Labour is known to be flirting with 
the idea of ensuring that long-term 
investments attract little or no tax. 
This sounds cute but is sadly 
flawed. It would introduce a tax 
avoider’s paradise whose creation 
the government would doubtless 
repent at leisure. 

Sadly, the same is not true of its 
indefensible windfall tax. If privat- 
ised utilities once made excess prof- 
its these are certainly not reflected 
in current share prices; these 
depend on duller future prospects 
under wised-up regulators. But this 
has long been obvious. And the fact 
that the tax is unjust has not dis- 
tracted Labour politicians from the 
equally compelling facts that it is 
both convenient and popular. 


There arc endless arcane debates 
about calculating the tax. with each 
utility arguing passionately for the 
method which conveniently hurts 
its shareholders least. But for Inves- 
tors generally, three considerations 
will count rather more. One. 
clearly, is that the sire of the over- 
all windfall tax burden should not 
be too great- Another is that the 
monev should be well spent. IT the 
government's promised assault on 

long-tenn unemployment is success- 
ful business and therefore inves- 
tore have plenty to gain. 

Most crucial of all. however. Is 
that Mr Brown’s speech must 
include a cast iron commitment 
that the windfall tax is to be genu- 
inely one-off. He must not equivo- 
cate on this point: if he does, utili- 
ties' customers will and up paying a 
heavy price for the residual risk. 


UK rail 

Railtrack. the UK company, 
which owns the rail network previ- 
ously operated by state-owned Brit- 
ish Rail, is in danger - not from 
leaves on the line, but the more 
insidious threat or inheriting Brit- 
ish Gas's mantle as most pilloried 
privatised utility. Consider the lat- 
est rumour - that Railtrack fa to he 
singled out and savaged under the 
windfall tax. This looks unlikely: 
individual companies cannot be 
named in the legislation and the 
windfall tax will have to work to an 
across-the-board formula. But it is 
yet more evidence that the compa- 
ny's political stock is worryingly 
low. 

This matters because there is a 
bigger political game afoot; at stake 
fa not the windfall tax bill but the 
regulatory framework. Recent 
weeks have seen a flurry of tough 
talking from the regulator, all of 
which purists would rightly be 
quick to condemn. Ruiltrnck's per- 
formance contracts, supposedly 1 
fixed, are to be reviewed early. The ; 
regulator wants direct powers over 
its investment programme. Mean- 
while, he wants franchisees to do 
better than their mere contracts 
require, and merger proposals tu be 
closely vetted. 

The key to these outbursts lies In 1 
their timing. The government is 
reviewing the regulator's indepen- 
dence. which it has threatened to 
abolish. Hence, presumably, his 
determination to prove he has 
teeth. That may not be much fun 
for the companies. But it is very 
much in their interest that he 
should succeed. 
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Without us, stacks of 
aircraft couldn’t land. 


Over 14.000 aircraft - making more than 20.000 touch-downs daily - now rely on sure-footed support from landing pax 
supplied by Messier-Dowry. T1 Group’s joint venture with Snecnu Only Messicr-Dowiy can dcsi.en and num.lacruiv follv 
integrated landing gear sterns on both sides of the Atlantic. An unrolled customer support inffasnuctun- serves 400 aftiinos an 
’ 150 °P erarors m 90 countnes with dedicated centres in Nonh America. Europe and .Asia. The strategically located 
Repair & Overhaul Centres c r sister companies Dowry Aerospace and Messicr-Bugnm provide maintenance hadc-up. No mute 
where they land, aircraft receive support that suits them down to the ground. 

Dowry is one of TI Group's three specialised engineering businesses, the others being John Crane ahd Bundv. 

Each one is a technological and market leader in ns field. Tbgerht* their specialist skills enahk- 
Tl Group to get the critical answers right for its customers. Worldwide. 
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WORLD LEADERSHIP IN SPECIALISED ENGINEERING 
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IN BRIEF 


Strong sterling 
hits British Steel 

• British Steel is expected today to provide 
further evidence of the harm the rise in sterling 
is doing to UK manufacturers by announcing 
profits for the last year ofless than half the 
ELlbn (SLSbn) it made in 1395-96. The company 

. has been among the most vociferous of UK man- 
; ufacturers arguing that sterling's strength is 
. hurting exporters. It said last month that the 
rise in the pound of more than 20 per cent 
against the D-Mark since last summer was 
V threatening millions of jobs in Britain. Page 20 

Boost for European Jonk bond market 

- Europe's fledgling high-yield bond market will 

receive a fillip this week when Eco-Bat Technol- 
‘ ogies, the continent's largest lead recycler and 
producer, launches an issue of 10-year sterling 
: - bonds to raise £65m ($l06m). The issue will be 
the fifth on the nascent market since Geberit, a 
Swiss sanitary Ann, launched DM3 60m ($92m) of 
10-year bonds in Marrh . Page 20 

French post office defends move 

. 1 The French post office wants to create a joint 
venture with an insurance company as part of a 
^ plan to begin selling car, household and other 
J ' non-life insurance products from early 1999. The 
1 post office's move last week triggered criticism 
.from French insurers, with the country’s 50,000 
'■'-general agents claiming it could threaten their 

- .jobs. A post office executive argued that its 

- action was “ defensive" in view of the *>gpif«ffinn 
■■ 'in the marketing of non-life insurance products 
-by banks and other institutions. Page 21 

'Amer sale to Lord Moyne cleared 

:1 The biggest shareholder in Amer, the Finnish 
' sporting goods group which owns the US-based 
...Wilson brand, said approval Had been given to 
seD a majority stake in the group to Lord 
. Moyne, the UK investor. Mr Haflciri Kauppi, the 
3ecretary-general of the Finnish Association of 
Graduate Engineers, one of four a cademic insti- 
. totions which hold a 91 per cent voting stake in 
Amer, said a rival approach from Norvestia, Fin- 
’ land's largest listed investment company, would 
not be considered. Page 21 

Southern replaces Cepa chief executive 

. Mr Stewart Elliott, chief executive of ConsoH- 
. dated Electric Power Asia in Hang Kong, has 
left six months after Southern Company of the 
: : LIS seized control. The US electricity group Is 

• -.replacing Mr Elliott with Mr Raymond Hill, 

— ibief financial officer at Southern Energy, a sub- 
_ ridiary of Southern Company, which bought 

Depa in January. Southern attributed the switch 
a a shift in culture at the company. Page 21 

’ Shlpbroker plans London listing 

: Seascape Shipping; a shipbroking and consul- 

- ~ ancy jproup. will become only the second 
' luoted shipbroker on the London Stock 

Exchange after a listing this summer. It handles 
' he sale and purchase of second-hand ships and 
icts for oil companies and shipowners in arr- 
m g in g the chartering of tankers and offshore 
ul industry support vessels. Page 20 

_JMe change lifts German repo market 

Germany’s, market in D-Mark securities repur- 
■''ihases (repo) - an important financing instru- 
ment for banks and institutions - conoid double 
in size over the next two years from DMlTObn 
$88bn) as a result of the freeing of the transac- 
tions from minimum reserve requirements. This 
would put the German market on a par with 
France, which has a repo market totalling some 
jDM340bn. The total world market in repos - 
] igreements to sell and then repurchase govern- 
ment bonds - Is around DM4^00bn, nearly half 
nf which is in the US. Page 21 
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LADDER SAFETY 


ANKALA0 Ladder Stabiliser 
prevents a ladder from 
slipping or toppling! 

THE SAFEST WAY 
to work from any ladder / 

^ANKAUUT J. 

TelBpheaa: 01474 537237 Fax: P1474 537780 
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New digital phone system plan 


By Ralph Atkins and Darnel 
Bogtarln Bonn 

Mannesmann, the German 
industrial group, is drawing up 
plans to offer Europe's first 
mass-market digital "multi- 
mode'' telephone service com- 
bining mobile and fixed net- 
works. 

The new service - expected 
to be available in Germany 
next year — would enable cus- 
tomers to use a Kfngin phone 
as both a cordless telephone at 
home and a mobile elsewhere.. 

The plan from Mannesmann, 
which expects to Invest 
DM8bn-DM4bn ($l-7bn-$2^bn) 
in telecommunications in the 
next five years, hi ghlight s the 


Mannesmann to combine fixed and mobile services 


rapid pace of change in the 
German telecoms market, 
which becomes fully liberal- 
ised in January. 

It will set Mannesmann 
a g ainst Vutg Interkom - a 
joint venture between British 
Tele communicatio n s and viag, 
the Munich-based conglomer- 
ate. Viag Interkom bad 
intended to make up for a late 
entry into the market by 
exploiting technology linking 
mobile and fixed networks. 

But Mannesmann, which 
already has 2.5m customers 
using its D2 digital mobile net- 


work - Germany's largest - 
expects to have a national 
mobile/fixed service in place 
well ahead of its Munich rival 
Mr Peter MfHats^h, Marrnes- 
mann board member with 
responsibility for telecoms, 
said; “From a technical point 
of view this is steam-age - 
although to a layman it might 
seem wonderful " 

The new service would use 
equipment working on both 
the Dect European digital stan- 
dard for cordless telephones 
and GSM, the European mobile 
standard. Multimode handsets 


are being developed by all the 
main manufacturers. The 
plan's disclosure defies indus- 
try expectations that Mannes- 
mann would focus on winning 
lucrative business clients. “We 
will concentrate on the private 
customer as much as we con- 
centrate on business custom- 
ers,” Mr Mibatsch said. 

But Mannesmann is not 
expected to merge Mannes- 
mann Mobflfunk, which runs 
the D2 network, and Mannes- 
mann Axcor, its fixed net busi- 
ness. Arcor is 49.8 per cent 
owned by a consortium led by 


Mannesmann but Including 
AirTouch and AT&T of the US 
and the Unisource ntlianfft- 

The remaining 502 per cent 
is held by Deutsche Bahn. the 
German railway operator. 
MobUfimk is 65 per cent owned 
by Mannesmann and 35 per 
cent by AirTouch. 

The different shareholdings 
would make merger difficult 
and Mr Mlhatsch argued it 
would also have distracted 
management at Mobilfunk. 
Having two companies, he 
added, would not prevent the 
marketing of joint services 


which will achieve costs 
savings by using the same 
infrastructure and outlets. 

Mr Mihatsch relinquishes 
his job as Arcor general man- 
ager later this month to con- 
centrate on developing tele- 
communications activities 
worldwide. 

But he said he would also be 
looking to increase synergies 
between Mannesmann's tele- 
communications activities. 

The sector last year gener- 
ated operating profits of 
DM947m. up from DM464m in 
1995, which more than offset 
Mannesmann’s losses in Its 
traditional “tubes and trading” 
activities and a weak perfor- 
mance in engineering. 


New chief looks beyond European Union for growth 


Merloni sets tough 
target for profits 


By Peter Marsh 

Merloni Elettrodomestici of 
Italy, Europe's fourth-largest 
maker of domestic appliances, 
has set tough targets for 
improving profits and share- 
holder value as it attempts to 
combat difficult sales condi- 
tions across the continent. 

Mr Francesco Caio, Merloni's 
new chief executive, Mid he 
wanted to increase operating 
profit from 3-5 per cent erf sales 
last year to 5 per cent, while 
return on equity should 
increase from less than 10 per 
cent to 11-18 per cent 
Merloni, best known fix' its 
Indesit, Scholtea and Ariston 
brands of fridges, cookers and 
washing maehtnea, is suffering 
from weak demand in Its main 
markets across Europe. 

The company's targets were 
revealed as Electrolux, one of 
the world’s largest household 
appliances companies, said last 
week It was cutting 12,000 jobs 
in a restructuring to raise prof- 
itability . 

Whirlpool of the US, winch 
shares top place with Electro- 
lux. has warned that sales val- 
ues across the industry in 
Europe will fall in 1997 for the 
fifth year. 

Mr Caio, who was brought 
into the family-controlled com- 
pany in January as its first 
“outsider" chief executive, said 
the new performance measures 
should be attained either this 
year or next 

In his first newspaper inter- 
view since starting his job, Mr 
Caio said the flnanniai targets 
were part of his plan “to post 


tion the company for contin- 
ued profitable growth”. 

Mr Caio, 39, previously 
worked for Olivetti, the trou- 
bled Italian information tech- 
nology company, which he ran 
as chief executive for just 
three months last year. 

He was recruited to Merloni 
by Mr Vittorio Merloni, chair - 
man and son of the company's 
founder. Mr Merloni had been 
at the helm far 25 years, dur- 
ing which time it earned a rep- 
utation as one of Italy’s most 
successful manufacturers. 

Last year Merloni, which 
was founded in the 1980s and 
went public in 1987, had sales 
of I4508bn ($L47bn), with net 
profits of L133hn. Some 70 per 
cent of the shares are held by 
interests controlled by the 
Merloni family. 

Mr Caio said he wanted to 
expand Merloni's sales outside 
the European Union, from 28 
perl cent last year to some 35 
per cent by the end of* the 
century. 

Mr Caio said' he thought the 
company had too much of its 
manufacturing in Italy find 
indicated Merloni might be 
prepared to shift production 
from its home country, where 
it has 70 per cent of its produc- 
tion capacity and 64 per cent of 
its 8,000 employees. 

The company is looking at 
opening plants in eastern 
Europe. Merloni is replacing 
all its 3,000 appliances with 
half the number of new ones 
by the end of 19% at a cost of 
some L300bn. 
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Electricidade’s 
shares tipped to 
soar on first day 


By Peter Wise Hi Lisbon 

Shares in Electricfdade de 
Portugal are forecast to make 
exceptional gains when the 
national power utility begins 
trading tomorrow. 

But the initial pnbHc offer- 
ing - Portugal's biggest so far 
- is widely considered to have 
been priced too low. 

Analysts expect Portugal’s 
Socialist government to 
announce the final price today 
at Es2£50 a share, the maxi- 
mum limit of the Esl.750- 
Es2£50 range announced ear- 
lier. But even that would be 
substantially below market 
value, according to analysts. 

“Even at the top end of the 
price range the government is 
short-changing Itself by 
Es45bn [$259m] at the vary 
least,” said a Lisbon analyst. 
“It could probably have easily 
raised Es90bn more from ibis 
offering by setting a price 
closer to EdFs real value.” 

The maximum price in the 
range values EdP at Esl.350bn 
and would raise Es405bn from 
today’s offering of 30 per cent 
But analysts calculate the real 
value of the company. Portu- 
gal's biggest, at Es3.150- 
Es3.400 a share, 40-51 per cent 
higher than the government’s 

TnnviimM hi_ 

Brokers said international 
fund managers were already 
offering Es7Q0 a share more 
than the government's maxi- 
mum price on Friday in a grey 
market for EdP shares which 
developed in London before 
today’s global offering. 


According to Lisbon bankers 
and analysts, the government 
has bowed to pressure from 
Goldman Sachs, one of the 
global coordinators, to keep 
the price low. “This suggests 
the government lacks an expe- 
rienced ear close to the mar- 
ket,” said a dealer. 

The finance ministry said 
the range provided for the fix- 
ing of “a fair price that bal- 
ances the need to protect the 
interests of the state with the 
legitimate Interests of citizens 
and investors*'. 

Partly because of the low 
price, the EdP offering has 
attracted record demand. 
More than 750.000 small inves- 
tors, 7.5 per cent of the popu- 
lation, have applied for 
shares. Analysts expect them 
to receive only about 2Ji per 
cent of the shares they have 
ordered because of massive 
oversubscription. 

“IT you want to create popu- 
lar capitalism and keep inves- 
tors happy, setting a low price 
like this is exactly the way to 
do it," said a Lisbon analyst. 
“Small savers will be able to 
sell off the shares to institu- 
tions almost immediately at a 
very substantial gain.” 

The huge demand means 
institutions will also receive 
fewer shares than they 
ordered, bankers said. 

Book-building closed in Lon- 
don last Monday, four days 
ahead of schedule, because the 
offer was so heavily over-sub- 
scribed. 

World stocks. Page 33 


Computer groups aim to 
bring PC technology to TV 


By Raymond Snodtiy 

Executives from three large US 
computer groups yesterday 
launched a campaign to per- 
suade the European television 
industry that it needs PC tech- 
nology for its development 

The DTV group, which 
brings together Intel, the 
microprocessor company, Com- 
paq Computer and Microsoft, 
the software group, believes 
PC technology can ultimately 
deliver better quality pictures 
for television and an addi- 
tional audience for program- 
mers, not least on computer 
screens in the office. 

Mr Avram Miller. Intel 
■vice-president, said: “We don't 
see it as the computer versos 
the television industry at alL 
We believe our understanding 
of the technology will be to the 
benefit of all parties, including 
the content industries.” 


The DTV group has outlined 
its ideas to the National Asso- 
ciation of Broadcasters confer- 
ence in the US. Yesterday it 
set out the advantages of a 
closer relationship between 
the PC and the television 
screen at the hianmial interna- 
tional Television Symposium 
in Montreux, Switzerland. The 
same arguments will be pres- 
ented later this month to the 
Japanese television industry to 
build momentum for a conver- 
gence of technologies. 

Mr Craig Mum die, senior 
vice-president of the consumer 
platform division of Microsoft, 
said; “We are not telling 
people the only place you can 
watch television is on your PC. 

What we are saying is that the 
PC in some form must fight its 
way into these intelligent 
appliances [such as TV sets]. 
There is no other place to find 
the computer technology 


needed to provide advanced 
capabilities.” 

Ms Laurie Frick, vice- 
president for emerging mar- 
kets in Compaq's consumer 
division, said the company 
would launch in Europe next 
year a top-of-th e-range PC with 
full mul timedia capacity and a 
36-inch digital display screen. 
Such a system is already being 
sold in the US for $5,000. 

Apart from such equipment, 
DTV believes there will have 
to be PCs that are “TV- 
enabled", and TV sets that are 
internet-enabled. Mr Miller 
said the computer worid saw 
rapid change as second nature 
while the TV set bad not 
changed much in 20 years. 

“TV sets got bigger, they 
didn't get better,” he said. “We 
believe it’s inevitable that this 
technology [computers] is 
going to be part of the televi- 
sion and broadcast world.” 


ICI slashes fertiliser prices 


By Maggie liny In London 

The UK's largest fertiliser 
manufacturer. Id Fertilizers, 
has slashed prices' for Nitram, 
its brand of benchmark ammo- 
nium nitrate fertiliser, blam- 
ing cheap Russian imports. 

The price to farmers will 
drop from a level of about £125 
($204) a tonne to £110 or even 
less from this morning- 
On Friday afternoon, ICI 
Fertilizers telephoned Cargill 
and Dalgety, its two leading 
UK customers, to agree prices 
for the new selling season. 

Mr Stuart Beer, commercial 
director of Id Fertilizers, said 
be had offered them £115 a 
trmntt but they had argued for 
less. Fanners can buy 
* 


imparted fertiliser at about £90 
a tonne. 

Id Fertilizers is the largest 
producer in the UK market,* 
making im tonnes a year, of 
which some is exported. Kem- 
ira, the Finnish group, and 
Hydro, part of Norsk Hydro, 
each produce about 500,000 
tonnes a year. They are expec- 
ted to follow ICI Fertilizers’ 
pricing lead- 

Imports are forecast at 
900,000 tonnes for the 1996-97 
season. Usage is about 2.4m to 
7-fim tonnes, suggesting poten- 
tial supply exceeds demand by 
about 400,000 formes. Mr Beer 
said the Russian imports and 
the excess stock overhang had. 
disrupted the market 

The European Union had 

* 


imposed a minimum import 
price on Russian fertilisers, to 
prevent dumping after a vol- 
ume limit on Imports had not 
worked. 

The European Commission 
also launched an antl-dumpim? 
Investigation Into Russian 
Imparts on May 29, which is 
expected to be compl et ed by 

fht> pnri of August 

Mr Beer said he hoped it 
would result in higher duties 
or a tax on the imports. 

This is the first time 
1991-92 that the setting price at 
the beginning of the season 
has been lower than at the 
start of the previous season. 
The foil to £iio takes prices 
down to the starting level 
three years ago. 

■Jt 
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£34,350,000 

Management Buy-Out 
from 
NFC pic 

Led, structured and arranged by 

NatWest Ventures 

Equity provided by 

NatWest Ventures 

Acquisition debt and working capital facilities provided by 

NatWest Markets 

Lombard NatWest Commercial Services 

Lease finance facilities provided by 
North EastTruck and Van Limited 
(Iveco Ford Dealers) 


NatWest Ventures 
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BG awaits report on pipeline fees ®. I ^ h 


By Robert Corzine 


The loug-nmnliig battle 
between British Gas and its 
regulator over price controls 
enters a new phase this 
week with the publication of 
the Monopolies and Mergers 
Commission report into pro- 
posed pipeline fees for the 
Transco monopoly. 

The lengthy report is 
expected to cover a number 
of complex issues, but the 
Initial focus of attention will 
be tbe MMC?s judgment cm 
Ofgas’s proposal for a big 
one-off cut in gas transporta- 
tion prices. Ms Clare Spottis- 
woode, the Ofgas director 
general, wants an initial cut 
that would translate into £28 


off the average household 
gas bill of about £350 ($570) a 
year. 

BG executives claim that a 
price cut of that size would 
undermine the reliability of 
the pipeline system. It would 
also mean a £400m reduction 
in •aftertax cash flow and 
almost certainly lead to a 
deep cut In BG’s dividend. 
Ms Spottiswoode, however, 
believes substantial costs 
can be safely taken out of 
Transco even though the 
company has undergone a 
big restructuring in recent 
years with the loss of thou- 
sands of jobs. 

Although publication of 
the report will be seen as a 
milestone in the bitter row. 


few industry executives or 
analysts believe it will give a 
clear-cut victory to either 
side. “It will almost certainly 
deliver a messy fudge,” said 
one. Nor do they expect the 
report to give complete regu- 
latory certainty to BG. 

But both sides are expec- 
ted to claim some sort of vic- 
tory. BG executives say they 
will have been justified in 
asking for an MMC inquiry if 
the panel recommends a 
more modest price cut. 
Although BG has strongly 
opposed same of Qfgas's pro- 
posed changes in the way 
the company is regulated, 
executives say they are less 
concerned with regulatory 
theory than with the finan- 


cial impact of the proposals. 

Ms Spottiswoode is not 
legally obliged to accept the 
MMCs findings, and has pre- 
viously said that she may be 
selective in implementing 
them. But if she strays too 
far from the findings BG 
may mount a legal chal- 
lenge, althou gh the grounds 
on which it can ask for judi- 
cial review are TiraHwi. If she 
accepts the report’s recom- 
mendations in fan, then BG 
will have no option but to go 
along with it 

Although Ms Spottiswoode 
is an independent regulator, 
her reaction to the MMC 
report may be influenced by 
political concerns. The UK 
government is known to be 


concerned at the lack of 
accountability of the utility 
regulators. Although 
wholesale restructuring of 
the regulatory system 
appears some way off; gov- 
ernment advisers say the 
accountability issue could 
come to the fore much ear- 
lier. 

The publication or the 
MMC report will raise ques- 
tions about the future of Mr 
Philip Rogexson, BG’s dep- 
uty chairman Hia mafti role 
over the past year has been 
to lead the MMC effort, and 
industry observers say they 
would not be surprised if he 
decided to leave BG once the 
Transco price control dis- 
pute had been resolved. 


Eco-Bat £65m issue lifts Euro junk bonds 


By Samar Iskandar 


Europe's fledgling high-yield 
bond market will receive a 
nr»p this week when Eco- 
Bat Technologies, the conti- 
nent’s largest lead recycler 
and producer, launches an 
issue of 10-year sterling 
bonds to raise same £65m. 

The issue will be the fifth 
to hit the nascent European 
high-yield hand market since 
Geberit. a Swiss sanitary 
firm, launched DM160m 
f£56.7m) of 10-year bonds in 
March. 

Two other deals were 
launched in the D-Mark sec- 
tor by Eslde, a leading bat- 
tery maker, and Impress, 
one of Europe's largest alu- 


minium packaging compa- 
nies. 

The first sterling high- 
yield issue was launched last 
month by Castle Transmis- 
sion, the television company 
that has taken over the 
BBC’s transmission network. 

“There was a lot of excite- 
ment about this [Eco-Bat] 
issue.” said a banker who 
attended a two-day confer- 
ence on high-yield bonds 
organised by Bankers Trust, 
the lead manager. Investors 
liked the environmen tally- 
friendly story." 

Eco-Bat has 40 per cent of 
the European lead recycling 
market and is tbe dominant 
producer, with 25 per cent 

Proceeds from the bond 


U.S. $400,000,000 
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Santander Financial Issuances Limited 

(Incorporated In tta Cayman Wands w&h (bated MjHy) 

Subordinated Undated Variable Rate Notes 


with payment of Interest subject to the profits of 
and secured by a subordinated deposit with 

Banco Santander, S JL 

(Incorporated In Spain w#ti United BabKy) 

Notice is hereby given, that for the interest Period tram 
June 16, 1997 to September 16, 1997 the Notes win cany 
an interest Rate of 6.775% per annum. The amount at 
interest payable on September 16, 1997 wffl be LLS. 
$4,328.47 per U.S. $250,000 principal amount of Notes. 


By: The Chaaa Manhattan Bank 
London, Agent Bank 

June 16, 1997 -r 
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CORRECTION NOTICE 
Sovereign Investment linked Securities &A. 

(Incorporated with Liraiied Liability in Luxanbodg) 
Series B 

PTE 4,750,000,000 
Floating Rjub Secured Notes Due 1999 
Notice is hereby given that the Rata of Interest (or the Interest 
period June 2, 1997 to December 2, 1997 has been fixed at 
5.65% and that the interest payable on the relevant Interest 
Payment Date December 2. 1997 against Coupon No. * w* be 
PTE283.274 in respect of PTE1 0.000,000 nominal of the Notes. 


Juno 16, 19S 7. London 
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investment Bank 


Kafian Lira 3BO BSion 
Floating Bata Notes 
due December 1999 

Notice to the Holders 


Notice is hBreby groan that the 
Not es wj cany an merest rate 
of 6.68797 % per annum for the 
penod 1606.1997 to 15.09 199’’. 

• (TL 84.278 

per m 5.000.000 nomnal 

• m. 842,757 

per ITL 50.000.000 nominal 

Luxembourg. June 16, 1997 
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Nodes is hereby given that the 
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issue will refinance £40m 
remaining from a bank loan 
arranged by Chase Manhat- 
tan, now partly amortised. 

Although the bond's total 
cost is -unlikely to be lower 
than that of the loan, the 
company will gain flexibility 
in its use of the funds from 
the in fine amortisation, 
where all the principal is 
repaid at maturity. 

The bonds will also pro- 
vide about £25m of new cash, 
which will finance the com- 
pany’s operations and poten- 
tial expansion. 

Eco-Bat is file result of two 
wa v es of European acquisi- 
tions by its controlling 
shareholder Quexco, the 
largest lead recycling com- 


pany in the US. 

In 1994, it bought three 
lead producing and recycling 
plants in the UK and France 
from Shell, the oil company. 

This was followed in 1996 
by tbe purchase of further 
plants in France, Germany 
and Austria from Metall- 
gesellschaft, the German 
metals group. Two Italian 
plants were also bought that 
year from ENI, the oil and 
gas group controlled by the 
Italian government 
Other shareholders in Eco- 
Bat Include Apax Partners, 
the venture capital fond, and 
the private equity divisions 
of Bankers Trust and HSBC 
The issuing syndicate, led 
by Bankers Trust will also 


include Chase Manhattan 
and HSBC 

High-yield bands are spec- 
ulative debt securities issued 
by companies with no credit 
ratings, or rated below rat- 
ing agencies' investment 
grade. 

In return for the higher 
default risk, they reward 
investors with substantial 
margins over benchmark 
interest rates. Castle Trans- 
missMn's unrated issue - as 
is Eco-Bat’s - was priced to 
yield L95 percentage points 
over UK government bonds, 
or gilts. 


FT Guide to Junk bonds, 
Page 9 


Seascope will be second 
London listed shipbroker 


By Charles Batchelor, 
Transport Correspondent 


Seascope Shipping, a 
shipbroking and consultancy 
group, will become only the 
second quoted shipbroker an 
tbe London stock exchange 
after a listing this summer. 

The company increased 
pre-tax profits to £i.78m 
($2.9m) from £530.000 in tbe 
year ended December 1996, 
an turnover up from £5 3m 
to £6.6ra. It handles the sale 
and purchase of second-hand 
ships and acts for oil compa- 
nies and shipowners in ar- 
ranging the chartering of 
tankers and off-shore oil 
industry support vessels. 

Seascope was established 
in 1972 and acquired by 
Henry Ansbacher, a mer- 
chant bank, 10 years later. In 
1969, the present manage- 
ment headed by Mr Tom 
Young; clwipian a nd chief 
executive, staged a manage- 
ment buy-out which valued 
the company at £2L3m. 

No details were available 


of the number of shares to 
be offered or the likely valu- 
ation of the company, but 
H Clarkson, the only other 
pure shipbroking company 
with a listing has a p/e of 9.3 
and Is valued at £22.5m. 
E A Gibson, another leading 
shipbroker is part of Hunt- 
ing, a listed aviation, defence 
and oil group. 

Seascope plans to seek a 
listing in the - stock 
exchange's support services 
sector, where companies on 
average ehjoy a higher rat- 
ing than those in the trans- 
port sector. The issue is 
sponsored by Guinness 
Mahon, with Bell Lawrie 
White acting as broker. 

Mr Young said he was 
“confident of further earn- 
ings growth” and pointed 
out that part of Seascope’s 
revenues were predictable as 
they came in the form of 
commission on long-term 
charters and on the future 
construction of ships. 

Seascope plans to use the 
listing to reduce its debt, to 


expand its shipping consul- 
tancy activities and to pro- 
vide share incentives to 
employees. The company 
employs 50 people, including 
31 brokers. 

Zt expanded its offshore 
activities in 1992, when it 
acquired Jacobs Offshore far 
£5-25ul As well as arranging 
the sale of second-hand 
ships, the traditional activity 
of the shipbroker. Seascape 
advises shipowners on the 
ordering of new vessels, 
including the best timing 
and the merits of the differ- 
ent shipyards. 

It has appointed its first 
two non-executive directors: 
Sir Peter Cazalet, a former 
deputy chairman of British 
Petroleum; and Mr Sandy 

Marshall a former managing 
director of P&O and former 
chairman of Maerek, a Dan- 
ish shipping group. 

3i, the development capital 
group, has 35 per cent, 
acquired at the time of the 
bay-out It plans to retain a 
holding after flotation. 


profits 
to show 
steep fall 


By Peter Marsh 


British Steel is expected 
today to provide further evi- 
dence of the harm the rise in 
sterling is doing to UK man- 
ufacturers by unveiling 
profits for the last year less 
than half the £Llbn ($L8bn) 
it made in 1995-96. 

The (Sty consensus is that 
file company’s pre-tax prof- 
its for the year to March 31 
will he about £4 10m, 
although estimates vary 
from £380m to £460m. Sales 
are expected to be more 
than £7bu_ 

British Steel has been 
among the most vociferous 
of UK manufacturers argu- 
ing that sterling's strength 
is hurting exporters. 

It told MPs last month 
that the rise in the pound of 
more than 20 per cent 
against the D-Mark since 
last uiihihw was threaten- 
ing millions of Jobs in UK 
factories and related indus- 
tries. 

To bring costs under con- 
trol, the company is poised 
to accelerate Job reductions 
in its worldwide workforce 
of some 50.000, of which 
four fifths are in the UK. Zt 
has in recent years been 
reducing Its headcount by 
between 500 and 1,000 a 
year and reckons Oris figure 
will be exceeded over the 
next few years. 

Sir Brian Moffat, British 
Steel's chairman. Is expec- 
ted today to point to stron- 
ger deman d in many of its 
export markets, particularly 
in continental Europe, as 
helping the company's lon- 
ger-term position. 

It has recently increased 
prices of many products by 
up to 8 per cent, taking 
effect from the end of this 
month, in a bid to daw back 
revenue lost from overseas 
sales as a result of the stron- 


ger currency. 

However, many analysts 
are pencilling in a further 
slide in parningc this year to 
perhaps half the figure for 
1996-97. Mr David Larkam, 
an- analyst at Albert E 
Sharp, said : “Long-term 
steel Is not a market 
where you will see big 
returns." 

Mr Terry Sinclair, an ana- 
lyst at Salomon Brothers, 
said: “The company is in an 
awful situation. Its revenues 
are running away, while its 
costs are fixed. IPs very dif- 
ficult for the company to 
create value.” 

The company's share price 
has reflected this sentiment: 
it has underperformed the 
rest of the stock market by 
nearly 40 per cent since 
March last year. 


NEWS DIGEST 


Abbey in talks 
with Cater Allen 


, .. w u-jrtt is believed to be in talks 
Abbey National, the UK banjL thp former discount 
with Cater Alter pwp for up to 5200m. 
house and Nat ionaI refused to comment oq 

(5326m) Although .“ it is understood 

wbat it described *““*£. w an d on announcemmt 

ne ^ bons i^ Ser this month. Cater shares rase 
could come ( soon- ^unccd it was in talks with 
sharply to •***?? 0 n fSctay they closed at HCp. 
an u nnam ed company- Abbey's treasury division. 

Mr Gareth. *!£& «cek£d battah 

«■ »» » “““S talks for Uk tank, 
thought 1° £^KUtlo» only broker City 

Cater Alton. £ Sjatef. tbe Me of Mu. 
DeaL and emptoys SOO tall in pre .tax proflta 

ftr^siT months to October n. 
“^L^^SrSnld consolidation among ftamerdte- 
, have lost their exclusive right to art 

^hrtermediaries in the money markets under reforms to 

Sw be particolarly intetwted in a string of 
s^ThuSnSses MthTcater ™ctate ta 

Sore investment operation and Cater Deal- Jaa htUy 


Chiquita may bid for Fisher 

^ ... ,. n c i iwnim nitim 


Chiquita Brands, the US fresh-prodiu* goj»P emnged 
yesterday as the likely bidder for Albert Fisher, the UK 

■’Sffw'ES-l .0 comment oo repom nt 
Chiquita is holding takeov er talks Chiquita u the grid's 

largest banana supplier and is said to he keen to build up 
its European business. , , ■ . . 

Albert Fisher said on Friday it had received an 
approach that could lead to an offer for the company. 
Earlier, its shares had risen sharply, with a block of 
almost 1 per cent of its issued capital, changing hands at 
34%p. They closed i2V4p higher at 46V»p. Steve Thompson 


BIB names managing director 


Mr Peter van Gelder. the managing director of Teletext 
since 1993, has been appointed mana ging director of Brit- 
ish interactive Broadcasting. BIB is the joint venture set 
up by British Sky Broadcasting. British Telecommunica- 
tions, Midland Bank and Matsushita, to deliver digital 
inter-active services to viewers by satellite. 

Mr Sam Chisholm, chief executive of BSkyB, will be 
rhfltrman of BIB. which is scheduled to begin its home 
shopping and home banking operations next summer, a 
few months after the launch of a digital satellite televi- 
sion service. Raymond Snoddy 


Nobo founders make £2m 


Mr Reginald Barr and Mr Peter Kent, the two founders of 
Nobo, have each made more for themselves and 

their families from the sale of most of their stakes in the 
UK office products group to rival Acco, as part of a 
recommended cash offer. 

Acco has bid I40p a share, valuing Nobo at £25. Sm. Mr 
Barr, together with his family, has sold 1.6lm shares, a 
9.09 per cent stake, leaving him with an interest of about 
159 per cent Mr Kent, with his family, has sold 1.56m 
shares, a 8.8 per cent stake, and retains less than 1 per 
cent Both are non-executive directors and sold their 
shares at the offer price. 

Thu. shares, which closed unchanged on Friday at 
I38%p, traded at llSMip before - the two companies 
announced they were in talks in late March. 


RWE to sell unit to Danes 


RWE, the Essen-based industrial conglomerate, has 
reached agreement in principle to sell its' Talkline mobile 
telephone service operation to Tele Danmark, the Danish 
telecommunications group for an undisclosed sum. 

RWE said it was focusing its telecommunications activi- 
ties on ateLo, a joint venture with Veba, the DQsseldorf- 
based industrial group. Talkline, which has a turnover of 
more than DMlbn (£300m) and in excess of 600,000 cus- 
tomers, has agreements with retailers and network pro- 
viders to provide mobile telephone services such as bill- 
ing. Ralph Atkins, Bonn 
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UK water companies abandon their 
fight against the utilities windfall tax 


But pleasing regulators does not always please markets, writes Leyla Boulton 


T he water industry has 
abandoned its fight 
against the windfall 
tax on utilities which Mr 
Gordon Brown, the Chancel- 
lor, will unveil on July 2. 
Instead, it is concentrating 
on damage limitation. 

Nowhere is this clearer 
than in last week’s submis- 
sion to tbe Treasury by 
Anglian Water. 

Anglian, which lead the 
sector's pre-election fight 
against a tax expected to 
gouge £5bn from the profits 
of privatised utilities, has 
now told tbe gov er nment it 
wants the levy to be imposed 

all In a single hit, instead of 
payable by instalments. 

To main twin "investor con- 
fidence" at home and 
abroad, it also wants the tax 
presented not as a punish- 
ment but as a “means to 
allow taxpayers to partici- 
pate" in the Industry's 
“unexpected success”. And it 
has appealed for the Anglian 
region to “receive, its fair 
share” of job creation mea- 
sures to be funded by the 
tax. 

The effect of the tax upon 
the water companies will 
depend on how much money 
is raised, which companies 
pay it, and how the liabili- 
ties are calculated. 

The chart shows how the 
expected £5bn tax on the 
utilities would affect water 
and sewerage companies, 
under three different meth- 
ods of calculating the levy. 

Tbe three options studied 
by SBC Warburg are: earn- 
ings before interest and tax 
(EBIT); the turnover of a 
company’s regulated water 
and sewerage business; and 
total returns to shareholders 
(dividend and share price 
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growth) relative to the mar- 
ket. 

All companies say they 
win have to borrow money 
to pay the tax, which will in 
turn affect their cost of capi- 
tal. As a result, those likely 
to be most affected by a 
hefty tax will be those with 
the highest debt-to-asset 
ratios, such as Hyder. with 
gearing of 100 per cent 

The figures also illustrate 
how different methods of 
levying the tax would favour 
some companies more than 
others. A tax on total 
returns would be more bene- 
ficial to Anglian than Hyder. 
which would do better under 
an EBIT levy. 

Under the SBC Warburg 
range of scenarios, & £3bn 
total levy based on regulated 
turnover - resulting in a tax 
bill of £34m for Anglian — 
would boost An glian' s gear- 
ing of 53 per cent by as little 
as 3 percentage points. 

The most onerous tax for 
the company would be a 
£l0bn total levy spread 


across all privatised utilities 
based on EBIT. Translated 
into a £320m tax bin, this 
could increase Anglian’s 
gearing to 75 per cent 
- Despite go v er n ment assur- 
ances to the contrary, com- 
panies say the tax could also 
result in higher bills for cus- 
tomers by reducing Ofwatis 
scqpe for price cuts at the 
next price review In 1999. 

But Mr ten Byatt, Ofwatis 
director-general, has insisted 
that the big dividend 
increases annraincffd by util- 
ities companies in the past 
two weeks will reinforce the 
view that they can easily 
afford the tax. 

But the preliminary 
results for 1996-97 unveiled 
in the past three weeks have 
also underlined a wider 
dilemma for the sector. 

The water industry is one 
of the most heavily regu- 
lated, because it is the least 
open to competition and is 
subject to the largest num- 
ber of environmental an/f 
public health controls. 


t. 


Some of the companies 
which have done most to 
please the regulator have 
received the coolest recep- 
tion from the stock market 
over the past two weeks. 

Yorkshire Water and Sev- 
ern Trent gave impressive 
performances on ta ckling 
leakage. 

Anglian was even encour- 
aged last month to take over 
Hartlepool Water, a small 
neighbouring supply com- 
pany, because of Its high 
standing with Ofwat 

Severn Trent annmrruwl it 
was spending £22Qm extra on 
so-called demand manage- 
ment - firing leaks and 
curbing supply - over five 
years to 1999. 

Mr Vic Cocker, Severn 
Trent's chief executive, said 
that spending more than it 
could recoup from customers 
under its existing price lim- 
its would translate into 
shareholder value in the lon- 
ger term. 

He believes satisfied cus- 
tomers would be more will- 


ing to pay higher bills to 
finance investment on which 
companies can make a 
return under the regulatory 
system, 

Ofwat says It Is “more 
likely to make allowances in 
price limits for the develop- 
ment of new resources if a 
company has done every- 
thing else possible to man- 
age its resources." 

It will be making thin even 

clearer when it publishes in 
a few weeks its proposed 
methodology for determining 
price limits at the next price 
review. 

Early measures to make 
most efficient use of gristing 
supplies would help prepare 
Severn Trent for a longer- 
term future where its water 

resources could be cut by a 
third as a result of global 
warming. 

But the company's shares 
still fell on the day of the 
announcement, 

Mr Robert Miller-Bakewell, 
water analyst at NatWest 
Securities, said financial 
markets care more about 
short term returns than pre- 
dictions of creeping climate 
change. 

In contrast, ^companies 
such as South West Water 
and Hyder, with relatively 
high leakage rates and no 
planning for climate change, 
have been favoured by inves- 
tors. 

Their shares rose on the 
day they reported their 
results and future plans. 

What pleased the market 
was their success in growing 
their non-regulated business 
in the face of a ti ghtening 
squeeze by Ofwat on the 
profits they make from their 
water and sewerage 
operations in the UK. 
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IN INDONESIA WE 
PROTECT 
TH E RAI NFOREST 
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By Andrew Fisher In Frattfurt 

Germany's market in D-Mark 
securities repurchases (repo) - an 
important financing instrument for 
banks and institutions - could dou- 
ble in size over, the next two years 
from the present DMiTObn ($98bn) 
as a result of the freeing of these 
transactions from minimum 
reserve requirements, banking 
sources said. 

This would put the German mar- 
ket. centred on Frankfurt, on a par 
with France, which has a repo mar- 
ket totalling some DM340bn. The 


total world market in repos - com- 
prising agreements to sell and then 
repurchase government bonds - is 
around DM4^00brj, nearly half of 
which is inihe US. 

Following the Bundesbank’s 
decision to free repo dealings from 
the 2 per cent reserve levy earlier 
this year, banks are moving their 
D-Mark business from London to 
Frankfurt. Deutsche Bank is mar- 
ket leader with nearly 25 per cent 
of D-Mark repo business. 

Mr Detlef Bindert, Deutsche's 
global head of money market 
repos, said the bank’s concentra- 


tion of its DM40bn of outstanding 
D-Mark repo operations In Frank- 
furt was of “colossal significance- 
for the German capital and money 
market ahead of the single cur- 
rency. which would see increased 
competition between financial cen- 
tres in continental Europe. 

Repo business, in which securi- 
ties portfolios are used to obtain 
cheaper finaiyrip g than in money 
markets, had previously been 
inhibited in Germany by the 
reserve levy. The bank said in Jan- 
uary it would shift the business 
back to Frankfurt Its total world- 


wide repo business in major cur- 
rencies exceeds DM200bn. 

Mr Bindert said the move would 
en han c e the standing of Germany’s 
capital market among continental 
European markets. The French 
market was “a very developed and 
efficient repo market," while the 
size of Italy's market, at just over 
DMl.oOObn, mainly reflected the 
country's high indebtedness. The 
other main market is in yen. 

He said the potential for the Ger- 
man repo market could be seen in 
the fact that it was equivalent to 
only around 17 per cent of overall 


government debt, compared with 
around 40 per cent in both France 
and the US. 

Repos carried out among banks 
and institutions, also known as 
sell /buyback transactions, are dif- 
ferent from the regular securities 
repurchase (repo) transactions 
between German banks and the 
Bundesbank. The central bank bad 
been concerned that the freeing of 
interbank D-Mark repos from mini- 
mum reserves could narrow the 
basis of its monetary policy, but 
ha wiring sources said tfris had not 
turned out to be the case. 


Southern replaces Cepa head 
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By Louise Lucas 
In Hong Kong 

Mr Stewart Elliott, chief 
executive of Consolidated 
Electric Power Asia in Hong 
Kong, has left six months 
after Southern Company of 
the US seized control. 

The US electricity group is 
replacing Mr Ellio tt with Mr 
Raymond Hill, chief finan- 
cial officer at Southern 
Energy, a subsidiary of 
Southern Company, which 
bought Cepa in January. 

Southern Company attri- 
buted the switch to a shift in 
culture at the company. 

“The entrepreneurial cul- 
ture that Mr Elliott had 
implemented and which has 
worked well here for Cepa 
requires, we believe, to be 
shifted into a more team- 
based approach in order to 
take Cepa to the next level,” 
it said. “The team-based 
approach is the way we 
intend to run our interna- 
tional subsidiaries.” 

Analysts said the depar- 



Tbere had been talk of friction between Gordon Wu (above) and Stewart Elliott 


tore of Mr Elliott, who along 
with Mr Gordon Wu, chair- 
man, was responsible for the 
creation and direction of 
Cepa. suggests Southern is 
pushing for more control of 
its acquisition. 

Cepa has been run by a 
handful of people making 
the decisions, and is known 


for its aggressive manage- 
ment style. Some analysts 
said there had been talk of 
friction between Mr Wu and 
Mr Elliott 

However, the two will 
remain in dose contact as 
Mr Elliott Is to return to 
Hopewell Holdings, the 
infras tr uc tu re and property 


company which spawned 
Cepa and which is also run 
by Mr Wu. At Hopewell, Mr 
Elliott will be responsible for 
new business development 
Southern paid US$2.7bn 
for 80 per cent of Cepa, then 
controlled by Hopewell Hold- 
ings and listed in Hong 
Kong, last October. 


Amer sale to Lord Moyne cleared 


By Greg Me Ivor 
m Stockholm 

The biggest shareholder in 
Amer, the Finnish sporting 
goods group which owns the 
US-based Wilson brand, said 
that final approval had been 
given to sell a majority stake 
in tiie group to Lord Moyne, 
the UK investor. . 

Mr Heikki Kauppi the sec- 
retary-general of the Finnish 
Association of Graduate 
Engineers, one of four aca- 
demic institutions which 
together hold a 91 per cent 
voting stake in Amer, said a 
rival approach from Norves- 
tia, Finland’s largest listed 


investment company, would 
not be considered. 

Norvestia had approached 
the institutions after they 
announced last week the 
FM30Lm ($57.76m) sale of a 
58 per cent voting stake to 
Lord Moyne, formerly Mr 
Jonathan Guinness of the 
Irish drinks group. - 

Mr Kauppi said a binding 
contract existed with Lord 
Moyne which prevented 
negotiations with others. 

Mr Timo LOyttynlemi, 
Norvestia’s managing direc- 
tor, suggested the approach 
could succeed If Aimer's 
supervisory board used its 
right to redeem preference 


shares. This would leave 
insufficient preference 
equity for Lord Moyne to 
gain control 

The four associations hold 
a combination of K prefer- 
ence shares and regular A 
shares, giving, them voting 
control with only 12.6 per 
cent of the equity. 

. Under the proposed deal 
Lord Moyne is to have 58y4 
per cent of the votes and a - 
- 4.6 per cent equity stake. 

- Mr Kauppi said he expec- 
ted the deal, which must 
legally he completed by Sep- 
tember, to he concluded in 
July. Lord Moyne is likely to 
become Amer’s chairman. 


Lord Moyne- has also 
received the goabead for his 
SKi250m (132.17m) purchase 
of a controlling interest in 
Trustor, the Swedish invest- 
ment company. 

The deal had depended on 
Lord Moyne selling Trustor’s 
stake In Kanthal the heat- 
ing wire company, to Mr Per- 
OIov Norberg, Trustor’s 
main owner. This stipula- 
tion, however, was appar- 
ently waived after a higher 
• offer for -Kanthal was 
received from Sandvik, the 
Swedish engineering group. 
Sandvik said it had bought 
Mr Norberg’s stake, complet- 
ing its takeover of Kanthal 


French post 
office defends 
insurance move 


By Andrew Jack 
hi Paris 

The French post office wants 
to create a joint venture 
with an insurance company 
as port of a plan to begin 
selling car, household and 
other non-life insurance 
products to its customers 
from early in 1999. 

A senior executive in the 
post office confirmed that 
discussions to choose a 
potential partner were tak- 
ing place with a number of 
insurance companies includ- 
ing Assurances Generates de 
France, which was priva- 
tised last year. 

If the government 
approved the plans, he 
argued that an agreement 
should be in place before the 
end of the year, but that it 
would take 18 months to 
train staff and fagmu new 
computer systems before the 
insurance products could be 
released in the 17,000 post 
office branches around the 
country. 

News of the talks last 
week triggered widespread 
criticism from French insur- 
ers, with the country’s 50,000 
general agents - self-em- 
ployed professionals who sell 
insurers’ policies - maiming 
that the move could place 
their jobs under threat in 
the face of the post office's 
powerful distribution net- 
work. 

However, the post office 
executive stressed that these 
claims were “exaggerated” 
and argued that its action 
was “defensive” in view of 
the explosion in the market- 
ing of non-life insurance 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


TODAY 


Abbey I 
Gtd Bd 


National Treasury 
2004 L481 250.0 


9%% 


Abbott Mead Vickers 7.75p 
BATM Advanced Com ms 
$0.05025 

British A'rways 10%% Bd 
2008 El 08.75 
Brunswick $0,125 
City Mortgage Rcvbts 1 
Mtg-Bckd FRN Feb 2023 Set 
1996-2001 £47.13 
Do 2 Oct 2023 Sar 1996-2002 
ESI .66 

Do 3 Class A Mtg Bckd FRN 

Oct 2023 £50-24 

Do Class B £66.76 

Do 4 Class A Mta Bckd FRN 

Aug 2028 Ser 1997-2001 

£54,69 

Do Class 8 £66.76 

Do 5 Class A Dfd Int Mtg 

Bckd FRN Sep 2032 £52.16 

Do Class B £77.72 

Do 6 Class A Mtg Bckd FRN 

Mar 2029 Ser 1997-2003 

£53.93 

Do Class B £66.76 
Commerzbank O’saas Fin Gtd 
FRN 1998 $3844.99 
DSL Bank FRN 1998 
$3844.99 

Dover $0.17 , 

Flash Ser lota Sec FRN 1998 

Y268379.0 

Granada FRN 1999 £1720.27 

Grand Met Inv 7% Nts Jun 

1999 $70.0 

Honeywell $0.27 

KinW Nippon RJwy 365% Bd 

1998 Y335000.0 

Do 3.6% Bd 1999 Y360000.0 

UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Derby fist, 1, Connaught 
Place, W., 11.00 
PGA European Tour 
Courses, The Club House, 
Stockley Park, Uxbridge, 
Middlesex. 10.30 
S&U, Plough & Harrow,. 
Hagtey Road, Birmingham, 

BOARD MEETINGS: 

Finals: 

British Steel 
Ptysu 

Sterling Industries 
Wainhomes 
Wynretay Properties 
Interims: 

Attrion 

Dettron Electronics 
Legal & General Recovery 
Inv Tat 

London Scottish Bank 

■ TOMORROW 
COMPANY MEETINGS: 
Jupiter Geared Cap & *ne 
Tat, 197, Knfghtsbrtdge, S.W., 

11.00 v. , 

Premier Famefl, Royal York 
Hotel, Station Road, York. 
11.30 


Kobe Steel 5.1% Bd 2000 
Y51 0000.0 

Las mo m% Nts 1999 £950.0 
Lloyds Bank Sb FRN 2004 
£35.22 

Louisiana Land & Ex pin 50.06 
M & G Inc Inv Tst l.lp 
Do Geared Units l.lp 
Do Package Units l.lp 
Midland Bank Non-Cm Dollar 
Pf Sar A1 $0555 
Do Ser A2 $0.08875 
Do Ser B1 $0.41 
Do Ser B2 $0.1025 
Do 8%% Sb Nts Dec 2004 
$6468.75 

Northumbrian Rne Foods 0.1p 
Pacer Infotec $0,035 
Pendeford Mortgages No 1 
Class A1 Mlg Bckd FRN 2037 
£790.30 

Do Class A2 £1588.14 
Do Class A3 £1598.11 
Do Class A4 £1603.10 
Do Class A5 £1645.48 
Santander Fin tes Sb Und Var 
Rate Nts $4123.44 
Sanwa Australia Fin Gtd Fxd/ 
FRN 2004 $1532-47 
Sapporo Breweries FRN 1999 
Y4044.0 

Sara Lee UK 9.43% Gtd Bd 
2004 £23575.0 
Seagram $0,165 
South Africa 9%% Nts Dec 
1999 $48,125 

Thames Asset Global Sec No 
1 Class A2 Asset-Bckd FRN 
2037 £1598.11 
Do Class A3 £1606.08 
Do Class B £1677.89 
Toda 5% Bd 2000 Y500000.0 


Taylor Nelson, AGM House, 
West Gate, W., 11-30 
Whitbread, The Brewery, 
Chiswell Street, E-C., 12.00 
Whitchurch, 62, Threadneedle 
Street, EC.. 10.00 
BOARD MEETINGS: 

Finals: 

Atlantic Telecom 

Business Post Group 


Hsaewood Foods 

London Mer ch a nt S ecurities 

Mountview Estates 

Portsmouth a Sunday 

Newspapers 

Tinsley Robor 

Wellman 

interims: 

Cardiff Property 
Eurotherm 
Firth Rixson 

mi Samuel UK Emerging 
Hunters Armtey 
ICC Bank 
Sheriff Hldgs 
Watson & Ptocp 

■ WEDNESDAY JUNE 18 
COMPANY MEETINGS: 

Aegis Group, 11A. West 

{ffist^&W3X0 

Brancote Hldgs, Hilton Hotel, 


Tokyo Bee Power 1016% Nts 
2001 C$105.0 

■ TOMORROW 

Action Computer Supplies Ip 
Chase Manhattan Sb FRN 
2009 $145.35 

Finance One Public 5%% Sb 
Cv Bd 2003 $57.50 
Hongkong & Shanghai 
Banking Prim Cap Und FRN 
(Ser 2) $74.27 
Limited $0.12 
Royal Bank of Canada Fltg 
Rate Db 2085 $146.94 
Royal Balk of Scotland Und 
Prim Cap FRN $293-85 
Toto 5.7% Bd 1997 
Y570000.0 

WIgmore Property Inv Tst 0.3p 


■ WEDNESDAY JUNE 18 
Aquarius 0.85p 
Aquarius Plus Cfltd Sec FRN 
2000 $270.35 

BPI Cap Rn Ser A FRN N/Vtg 
Pf $048 

Bah^Farm Int (Bermuda) 

Do (Jersey) $0.0435 
Do (Singapore) $0.0435 
Gold Int Fffi Tranche B FRN 
2002 Y31 1657.0 
Hongkong Land (Bermuda) 

Do (Jersey) $0,085 
Do (Singapore) $0085 
Japkt Airlines 4.6% Bd Jun 
1998 Y460000.0 
Jardine Matheson (Bermuda) 
$0172 


Park Lane, W., 11.30 
City of Oxford hw Tst, 
224-226. Tower Bridge Road, 
S.E, 12.00 

Friendly Hotels, New 

Connaught Rooms, 61-65, 
Greet Queen Street W.C., 
11.00 

Hay (Norman), Gocfiva Place, 
Coventry, 11.00 
Htartfeigh Technology, 
310-3127 Daflow Road, Luton, 
Bedfordshire, 12.00 
Saracen Value Tst, Pacific 
House, 70, Wellington Street 
Glasgow, 12.30 
BOARD MEETINGS: 

Finals: 

Contino 

European Motor Hldgs 
Masthead Insurance 
Sutcfiffe Speakman 
Swan (John) & Sons 
Interims: 

City Site Estates 

■ THURSDAY JUNE 19 
COMPANY MEETINGS: 
Abtrust New Thai fov Tst 

99. Charterhouse Street EC., 
12L3Q 

Chesterfield Properties, 38. 
Curzon Sheet W n 3.00 


i, 


Jartfine Matheson (Jersey) 
$0,172 

Jardine Matheson (Singapore) 
$0,172 

Jardine Strategic (Bermuda) 
$0,099 

Jardine Strategic (Jersey) 
$0,099 

Jardine Strategic (Singapore) 
$0,099 

Kobe Steel 7.1% Bd 1998 
Y71 0000.0 

Uoyds Bank Ser C Var Rate 
Sb Nts 1998 £16132 
Mandarin Oriental (Bermuda) 
$0.0465 

Mandarin Oriental (Jersey) 
$0.0465 

Mandarin Oriental (Singapore) 
$0.0465 

Mitsui Toatsu Chemicals 
5.85% Bd 1997 Y585000D 
Prestwick 0J3p 
Reed Executive 1.3p 
Sumitomo Metal I nos 5%% 

Bd 1997 Y575000.0 


■ THURSDAY JUNE 19 
BP America 9tt% Gtd Nts 
1998 £95.0 

BPI Cap Fin Ser B Step-up 
FRN Gtd NAAg Pf $0.43 


Birmingham Mldshfres Bldg 

Scty FRN 2000 £160.68 

Deed Sea Works 5% Db 2002 

N1S0.2733 

DFS Furniture 3-9p 

Finsbury Tst 2^p 

DO A N/Vtg 2_2p 

Leek Fin No 1 Class A1 Mtg 

Bckd FRN 2037 £1418.47 


CMme Communications, 
Dorchester Hotel, Park Lane, 
W.. 9.00 

Foreign A Colonial German 
Inv Tst, Exchange House, 
Primrose Street, EG., 12.15 
Scottish Mortgage & Tst, 1. 
Rutland Court, Edinburgh, 
11.00 

ShBoh, Holden Fold, Royton, 
Oldham, Lancs, 11.30 
SSngsby (HC), Victoria Hotel, 
Bridge Street, Bradford, 10.30 
Yule Catto, 23, Great 
Winchester Street, EC., 12.00 
BOARD MEETINGS: 

Finals: 

Co Late 

Cox Insurance Hldgs 
Jarvis Hotels 
Matrotect Industries 
Ptamigam Int Cap 
Symonds 
Interims: 

Securicor 
Speratf (CA) 

Ushers of Trowbridge 

■ FRIDAY JUNE 20 
COMPANY MEETINGS: 

Finlay (James), The Glasgow 
Royal Court Hall, 2, 
Sauchfehall Street Glasgow, 


Do Class A2 £1626.38 
Do Class M £1674.27 
Do Class B E1742JJ3 
Mercury Keystone Inv Tst 6J5p 
NT&T8%% Nts 1997 
C$85.0 

Northern Venture Tst 1.2p 
Thailand Int Fd $0.22 


■ FRIDAY JUNE 20 
Abtrust New Thai Inv Tst 2p 
Alcan Aluminium $0.15 
American Int $0.10 
Assoc British Ports 11%% Bd 
2011 £593.75 
Bafley (Ben) Ip 
Bank of Scotland 5.31 p 
Enron $0,225 

Essex & Suffolk Water 3%% 
Perp Db £1.75 
Do 4% Perp Db £2.0 
Do 5% Perp Db £2.50 
Export-Import Bank of Japan 
8«% Gtd Bd 2001 $437.50 
Fleming O'seas Inv Tst 3.1 p 
Graystone 2J2p 
Jupiter European Inv Tst 0.7p 
Jupiter Geared Cap & Inc Tst 
1999 JL535p 
London Securities 2 p 
Ocean Wilsons 3.75p 
Shiloh 3p 
Tarmac 2J3p 

Thistle Hotels 10%% 1st Mtg 
Db 2014 £5.375 
UPF 1.7p 


■ SUNDAY JUNE 22 
Newcastle Bldg Scty 10%% 
Perm Int Brg S3.75 


12.15 

Body Shop Inti, Corrf. Centre, 
Wick. Litttehampton, West 
Sussex. 11.00 
Morgan GrenfeB, 23, Great 
Winchester Street, E.G, 11.45 
Ocean Wilsons, Painters HaH, 
Little Trkiity Lane, E.C-, 10.00 
Oxford Molecular, The 
Magdalen Centre, Oxford 
Science Park, Oxford. 11.00 
BOARD MEETINGS: 

FotbIs: 

Banner Homes Group 

inienms. 

Grainger Tst 
Henderson Strata Invs 

Company meetings are annua/ 
genera/ meetings unless 
ctfwnwse sfafedL 
Please note: Reports and 
accounts are not normally 

available until approximately 

six weeks after foe board 
meeting to approve the 
preliminary results. 

This Bst is not necessarily 
comprehensive since 
companies are no " 
obliged to notify the 
Exchange of imminent 

announcements. 


products by banks and other 
rival financial institutions 
that was already taking 
place. 

Most of France's leading 
b ank s now sell non-life 
insurance contracts through 
their branch networks and, 
while this form of distribu- 
tion currently represents 
only 4 per cent of the total 
value of French non-life 
business, internal post office 
estimates suggest that this 
proportion could rise to 25 
per cent by 20 %. 

The executive added that 
the post office had been 
authorised since 1991 to sell 
non-life insurance under its 
new governing statute, but 
had respected an informal 
agreement with the French 
insurance sector not to sell 
such contracts until the end 
of 1996. 

Early this year, the post 
office began talks with five 
or six potential partners, and 
that choice has now been 
narrowed further. 

GMF, a civil service 
mutual insurer, is believed 
to have been among those 
consulted. Among the final- 
ists is AGF, which already 
offered a life insurance prod- 
uct through the post office's 
branches in 1995. 

The FFSA, the country's 
influential insurance compa- 
nies association, as well as 
the AFB, which represents 
French commercial banks, 
are both taking legal action 
in an effort to reduce alleged 
competition distortions, 
including tax concessions 
which they argue benefit the 
post office’s branches for the 
sale of financial products. 


INTERNATIONAL NEWS DIGEST 


Smith Barney fund 
manager goes solo 

Ms Jessica Bibliowicz, one of the most prominent 
executives in the US mutual fund industry, has left her 
position at Smith Barney to try to build a new mutual 
fund concern from scratch. As head of Smith Barney’s 
funds business for nearly four years, Ms Bibliowicz has 
run one of the 10 biggest mutual fund operations in the 
US. and leaves it with $78bn under management Her 
departure, to join John A Levin, the New York-based 
asset management firm, was prompted by a desire for a 
more entrepreneurial position, she Indicated. 

Ms Bibliowicz, 37. is the daughter of Mr Sanford Weill, 
chairman of Travelers, Smith Barney’s parent While her 
lather’s position was seen in some quarters as giving Ms 
Bibliowicz a shot at running Smith Barney one day, it 
could also have contributed to her decision to leave, 
according to one person at Travelers. Before moving to 
Smith Barney, she was head of mutual fund sales and 
marketing at Prudential Securities. 

Ms Bibliowicz was nam ed president and chief operating 
officer of John A Levin and wifi, lead that company's 
move into the mutual fund business. TOe company 
manages S7.6bn for institutional investors and trusts. 

Richard Waters, New York 

GAN to delay annual meeting 

GAN. the state-owned insurance group undergoing a 
restructuring package likely to cost at least FFr20bn 
($3.4bn), plans to delay its annual general meeting in 
order to win extra negotiating time with the European 
Commission. The meeting was due to be held on June 30. 
but the company has requested a postponement to allow 
talks over approval of the plan by the authorities in 
Brussels to be held “in the best conditions". 

A condition of the restructuring thrown into doubt by 
the election of France’s new socialist government was to 
split up GAN and rapidly sell its constituent divisions. 

The request has been approved by the French finance 
ministry, and in line with French legal procedure. CAN'S 
board will be asked at its next meeting on June 17 to seek 
permission formally for a delay from the head oT the Paris 
commercial court Andrew Jack, Paris 

Deutsche Telekom China deal 

Deutsche Telekom has struck a co-operation agreement 
with China International Telecommunications 
Construction Corporation; a subsidiary of the Chinese 
telecoms ministry, which should see the large German 
group involved in developing China’s telecoms 
infrastructure and services. Deutsche Telekom has also 
made a deal allowing its D1 mobile telephone system to be 
used in six Chinese regions Including Beijing and 
Shanghai- Ralph Atkins, Bom 

OTE to raise Dr23.7bn 

OTB, Greece's state-controlled telecoms operator, will 
raise Dr23.7bn ($8. 6m) to fund new investment through a 
7.5 per cent capital increase approved at the weekend. The 
6-for-80 rights issue is timed to follow this week's disposal 
of 12 per cent of the company to domestic and 
international investors under the Socialist government’s 
partial privatisation programme. 

The issue price is likely to be fixed at a 16 per cent 
discount to last Friday’s Dr7,095 closing price, making 
shares available at DrB.000 each. This compares with a 
price of Dr6,600 a share for institutional investors in this 
week’s secondary offering. 

OTE decided to launch a rights issue because the entire 
Drl.2bn proceeds from the offering will go to the 
government. But the economy ministry says It will buy 
its fall quota of shares in order to maintain control of just 
over 80 per cent of the company. Kerin Hope, Athens 

See Markets this Week 
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ASENOEX 1625.73 

«ChB01/13») 74.1 B 

YtedyKoh 17S5J8 

Yearly Low 03238 

WEHG.YVOL(USDro) 387.13 
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lYVWsft^WSOml soar 

RE (Marta) 07«Kci 14.7«6£ 

EPS GftCWTH (%) 97b 2W 

PfEalUrffS GROWTH (%)B7 b o m 
PVCEBTMKa 11.77152 

PSvsTMXe 330J 

n*. Y«*j 97ft«k 

GDP(lBDbn}97e naoe 

PorCBpta bum (USD) 11(440 
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May 12 M T-B8 naa {%) ^ 

1-MtahAMtalK) 11.7B 
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Global Investor / Peter Martin 


THIS WEEK 


Al Home in Ememuui 
mid Ciwilai Markets 


INGA£) BARINGS 


One country, two markets 


When BaronesB Thatcher 
and Deng Xiaoping agreed 
on “One country, two 
systems" as the principle 
underlying the handover of 
Hong Kong to China, they 
probably did not anticipate 
the a rbitrage potential they 
were creating. 

With the handover only 
two weeks away, the roller' 
coaster aspects of that 
. opportunity are clearly 
shown in the char t, along- 
side. The main Hnng Kong 
stock market, as represented 
by the Hang Seng index, has 
risen solidly over the past 
ni ne m onths. But it has been 
outstripped - in volatility at 
least - by the category of 
stocks known as China Ent- 
erprises or H shares, which 
are Hong Kong listings of 
formerly state-owned Chi- 
nese enterprises. The legal 




British 

Steel 

vulnerable 
to sterling 

British Steel, which reports 
today, has been hard hit by 
the rise in sterling. Two 
months ago it warned ana- 
lysts to mark down profits 
forecasts. For the year to 
end-March. pre-tax profits of 
about £410m on sales of 
some £7bn are awaited. 

Longer-term, demand Is 
rising in many continental 
European markets, enabling 
it to raise prices for many 
products by. up to 8 per cent 
from the end of this month. 
Last year, the company 
made a profit or £l.lbm 

■ Thames Water, the water 
and sewerage company, is 


domicile of these companies 
remains in (thing- only the 
listing is in Hong Kong. 

Still more spectacular has 
been the performance of the 
“red chips" - Hong Kong 
subsidiaries of Chinese state- 
owned enterprises. These 
companies are legally based 
in Hong Kong, and are thus 
governed by the city’s 
tighter accounting and legal 
framework. Once floated, 
these entities usually buy 
assets from their parents. 

Between September 1996 
and April 1997, red chip 
shares more than doubled, 
as many new offerings came 
to market, invariably 
heavily oversubscribed. Bei- 
jing Enterprises, for exam- 
ple, the investment arm of 
the Beijing municipal gov- 
ernment. saw its share price 
more than treble last month 

expected tomorrow to report 
a 14 per cent rise in adjusted 
pre-tax profits to £368.5m 
($601m). Unadjusted for 
exceptional, which in 
1995-96 included a £95m 
restructuring charge, pretax 
profits are expected to rise 
19.5 per cent. It is also fore- 
cast to announce a net divi- 
dend of 34 .5p. up 22 per cent 

■ The impact of the strong 
pound is likely to be upper- 
most in investors minds as 
Eurotherm announces 
interim results tomorrow, 
because 40 per cent of its 
sales are exports. The conti- 
nental European downturn 
has also taken its toll on the 
orders for the company’s 
electronic equipment 

NatWest Securities thinks 
operating margins may tall 
from about 18 per cent to 
about 15. and predicts under- 
lying pre-tax profits of 
£l5.5m ($25m), down from 
£18.7m. 


after its initial public offer- 
ing was 1,276 times sub- 
scribed. 

Last week, both H shares 
and red chips suffered a 
sharp foil, on fears that Chi- 
nese government restrictions 
on speculation by banks 
would spill over into the zed 
chip market Beijing Enter- 
prises dropped 9 per cent in 
Thursday's trading. The Chi- 
nese government is con- 
cerned both at overheated 
domestic markets, and at the 
risk that assets injected into 
Hong Kong vehicles by their 

parents in China are hiring 

sold off too cheaply. 

The fluctuating fortunes of 
the red chips encapsulates 
perfectly the judgments 
international investors will 

have to raalw nhrmt China 
during the next few years. 

The survey that accompa- 


■ When Carpetright 
reports on Tuesday, atten- 
tion will be focused on mar- 
gins. The group's recent 
heavy discount promotion 
may help current trading fig- 
ures but may equally have 
hit gross returns. 

Forecasts are for pre-tax 
profits of about £31.5m 
(851.3m), against £25 An last 
time. 

■ Courts, the furniture 

retailer, is expected on 
Thursday to repeat profits of 
about £27 .5m (844.8m), 

against £ 18 5m last year. The 
market will be keen to know 
whether the strong trading 
increases reported at the 
interim stage are continuing. 

■ On Thursday, investors 
will be focusing on any 
disposals Secnricor is plan- 
ning. as the security group 
announces interim results, 
although disposal of Its 


nies this issue of the FT 
explores the economic and 
political prospects for Hong 
Kong itself as a part of 
china But for international 
investors the biggest oppor- 
tunities, and the biggest 
risks, will come from Hong 
Kong's relationship with the 
economy on the mainland. 

China’s huge population, 
rapid economic growth and 
rising infiunnnfr in all world 
markets - it is already the 
largest importer of oil after 
the US and Japan, for exam- 
ple - create a pressing desire 
to find ways of gaining expo- 
sure to its potential How 
can investors achieve that 
exposure safely and profit- 
ably in a country where the 
rule of law, in commercial 
matters, is still fluid, and 
where political connections, 
or guanxi, are afl-huportant? 



DGZ again recorded a year of profit- 
able growth in 1996. An above-average 
increase in lending volume, a considerable 
expansion of the securities portfolio, and a 
notable gain in money market trading were 


by the specific needs of our clients, which 
include public-sector entities, large corpo- 
rations, banks, and institutional investors. 

The business volume of the DGZ 
Group advanced by 10.3 percent over the 


DGZ: FLEXIBLE AND RESPONSIVE 
TO CLIENT NEEDS 


the principal contributors to the Bank's 
successful year, in line with our business 
orientation. DGZ's growth was marked by 
adherence to the principle of strict limi- 
tation of credit and market price risk. 

Our strategic positioning is expressed 
in our focus on wholesale business. 
Hence, the DGZ product range is shaped 


previous year to DM 112.2 billion. The 
operating result of DM 301.5 million, after 
allocation to provisions for risks, exceeded 
the year-earlier figure by almost one-third. 
Above all, this satisfactory performance 
reflects our clients' confidence In DGZ’s 
service facilities and the commitment and 
expertise of our staff. 


The DGZ Group at a glance 

DM milSon 

1996 

1995 

Total Assets __ _ 

10&885 

47J77 

36,056 

96,191 

43,001 

33,153 

Due from Banks 

Deposits by Banks 

47/410 

42,158 

Deposits by Non-bank Clients 

19,733 

17.697 

Own Funds ... 

2^40 

1,965 

Net Interest and Commission income. Trading Results 

629 

623 

Administrative Expenses 

225 

177 

Operating Results 

302 

227 

Taxes „ 

198 

121 

Net income _ — 

56 

58 


A copy of our annual report is available upon request. 


Deutsche Girozentrale 
Deutsche Kommunalbank' 

Frankfurt- Jkrbi 
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The red chms’ success rep- 
resent the perennial beliet 
among more optimistic 
investors, that it is possible 
to have the best of both' 
worlds. In this case, they 
hope to combine the guanxi 
Of the mainland with the 
role of law and regulatory 
framework left behind In 
EEong Kong by the departing 
colonial power. 

There is something to be 
said for this argument. 
Investors in red chips at 
least stand a better chance 
of knowing just what is 
going on in the companies 
they own than in inevitably 
less transparent mainland 
entities. But, at a deeper 
level, it is not really possible 
to ming le disclosure with 
connections, . to combine 
preferential influence with 
equality before the law. 
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Investors who seek to 
obtain their exposure to 
m ainlan d China . more 
sedately, by investing in the 
many Hong Kong companies 
that do business there, alsp- 
stand to be affected by the 
way in which the saga of the 
red chips unfolds. Red chips 
and H shares together make 
up between 10 and 15 per 
cent of the Hong Kong-mar* 
ket’s capitalisation. A; seri- 
ous setback in these stocks 



would have an immediate 
impact oh the rest of the' 
market, especially -if it jao- : 
duced political : tensions 
between influential main- 
land sponsors of -the ted 
drips and file new govern- 
ment of.Hanff Kang. ... 

There Is a broader ques- 
tion for international inves- 
tors Is it possible to Jake 
advantage of the extraordi- 
nary gr o w th "that China’s 
emergence into -world mar 


kets provides; without hav- 
ing to put "up with a stfll- 
riidimentary -legal and regu- 
latory, framework? Western 
companies which are mak- 
ing direct investments in 
China have little doubt that 
the, exercise will eventually 
pay off, but they also know 
bow fnmtrating.it can some- 
times be. Portfolio investors 
should not expect the pro- 
cess to' be any different . 

' &ntdt peter jnartfn/giFTxom 


leads Greek stocks surge 


CeUuet stake is not expected. 

A profits warning in 
March suggests these results 
will not be exciting, and Nat- 
West Securities forecasts 
headline pre-tax profits of 
£28m ($46m), down from 
£47. 6m. However, taking out 
the exceptional charges 
leaves a forecast of £46m. 
down from £6L5m - 


OTE’s recent tie-up with 
Serbia Telecom has put the 
Greek telecoms company in 
the Inter nati onal spotlight. 

Arguably though, its forth- 
coming. $L2hn offering - 48 
per cent of which will be 
sold to foreign investors - is 
of more significance. 

The secondary offering, 
which follows the company’s 
IPO last year, will he 
Greece’s largest interna- 
tional equity offering to 
date. Officials at Salomon 
Brothers, which is jointly 
h andling the international, 
side of the distribution with 
HSBC, says that it will 
reduce the state's holding in 
OTE from 92.4 per cent to 
843 per cent 

Accounting for about 20 
per cent of the Greek stock 
market’s capitalisation, OTE 
is by far the best known 
Greek company to foreign 
investors. “If this is success- 
ful, the Greek government 
win be tempted to view OTE 
much as Germany sees Deut- 
sche Telecom." said one ana- 


lyst in London. “It can issue 
another tranche of shares 
whenever it is oppor tun e." 

The offering has also 
found strong interest in the 
Greek domestic market. 
Analysts in Athens say. tint 
the level of enthusiasm' 
among local retail investors 
might prompt the goyern- 
mait to review its policy of 
placing a 25 per cent celling 
on equity disposals of state- 
owned enterprises. 

The OTE issue, the biggest 
to date on the Athens stock 
exchange, marks the arrival 
of popular capitalism In 
Greece. 

A DrlOObn (8384m) retail 
tranche, about anetidrd af 
the issue, was snapped up 
less than 24 hours after reg- 
istration opened on Wednes- 
day. 

The price has been set at 
Dr€,600, with 52 per cent of 
the offering being allocated 
to domestic institutions and 
(keek retail investors, and 
the remainder to interna- 
tional institutions in Europe. 


the US and Asia. Retail 
investors will get a Dr200 per 
share discount. 

Global co-ordinators 
National Bank . of. Greece, 
Salomon Brothers, and 
HSBC decided at the week- 
■ will to exercise an option an 
increasing the size of the 
offering Cram ,10 to 12 per 
cent because of rising 
itonand from both domestic 
and international institu- 
tions. 

The offering will be fol- 
lowed immediately by a 
6-for-aO rights Issue (31.64m 
shares) restricted to old 
shareholders at a 16 per cent 
discount to the offering 
price. The gov e rnment says 
it will buy its fulT quota of 
shares, . leaving about 
Drt70bn to boost budget rev- 
enues. 

Small investors have 
returned to the stock market 
following a sharp decline in 
interest rates, reflecting a 
steep drop in the annual 
inflation rate, and the intro- 
duction of a 15 per cent tax 


on interest income from 
treasury, bids. 

The bourse index has risen 
steadily since January, led 
by a group of state-owned 
Greek banks undergoing 
restructuring, and in recent 
weeks. OTE. 

The telecom operator's 
share price has surged from 
DrtflOO in January to Dr7,O06 
on Friday. Trading volume 
soared last week, as domes- 
tic and foreign institutions 
bought heavily on fears their 
allocations would be cut 
back because of strong 
demand for shares. ' 

The growing appetite for 
OTE stock is encouraging 
the government to speed the 
next partial privatisation, 
fhe sale of 10-15 per cent of 
DEP, the state bniiWng com- 
pany for two oil i^neries; 
each with a nationwide 
chain of petrol stations. 

The disposal, now set for 
December, is projected to 
raise over 8150m said would 
include a tranche for inter- 
national investors. 
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The Finiincial Times plon^i to publish a Survey on 


South Africa 


on Tuesday, October 21 


For further information, please contact: 
Gareth Jones 
Tel: +44 171 873 3238 
Fax: +44 171 873 3585 
or Chris Manson In South Africa 
Tel: +27 11 463 2250 
Fax: +27 11 463 7193 


SEND US YOUR 
OWN PAPERCLIP 


.’ • -Anavriiflc you are at it, please attach your 
■cheque to fund more Macmillan Nurses 
; in the fi^iragaiast cancer. j 

•• GWdyou Imowover one miDioh people . 

kretivingwithit?) ^ 

Cheque amoant made oiutb^CRMF (FI)* 

; Send to: . \ 

CRHF FREEPOST LONDON SW3 3BR 


or your usual Financial Times 
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j. f ■f.onsidd’Jor insfance,.tke£684 million deal our UK cbrporatefihance arm , HSBC Samuel Montagu, helped to secure for the Uoyds Chemists retail chain. 
-^The advice ^provided owraJ2 month period during bids from Unichem and GEBE helped add considerable value to the company. “A bonanza for the chain’s 
^shifrekoTd^f'was tiow one-national newspaperputit. “HSBC Samuel Montaguiept the .deal alive fora very tong time and got a very good price? said another. 

ivtibletrackrecordaroundihe world. HSBC Investment Banking uses its financial clout, product expertise and ingenuity to deliver highly 
i^ixe^^r^^sfr>r h^ : (dieRts. . ' > •_ - 


pnvate Equity HSBC Investment Banking ^ 


limber HSBC Gitup 


bsiud tj HSBC Smamnr &nk pk. iijSFAjer the .imA*h m r a mt iv faunas iM ttx UK 
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MARKETS: This Week 


Tiie tongue-iiH&eek 
hogrfitnp on a weekend 
research note from Robert 
Brusca, chief economist at 
Nikko Securities in New 
York, says it all: “Good news 
forever." 

Last week's continued 
surge by the stock market 
into record territory, capped 
by a 70-point gain in the 
Dow Jones Industrial 
Average on Friday, came 
amid renewed evidence that 
US economic growth has 
slowed to a more sustainable 
level in recent weeks. 

There seems every chance 
the good news will last at 
least into this week - 
though “forever" remains 
more of a stretch. 

A batch, of economic data ■ 
tomorrow is expected to 
confirm that inflationary 
pressures are well in check, 
suggesting the Federal 
Reserve’s policy committee 
will leave interest rates 
unchanged when it meets in 
early July. 

The yield on the long bond 
dipped below 6.75 per cent 
last week for the first time 
in four months, potentially 
setting the stage for another 
leg in the long bull market 

Most important among 

tomorrow’s data will be the 
consumer price index, for 
May. While food prices may 
have risen faster, the core 
index - excluding food and 
energy - is expected by most 


L UWAff wii’ -fcbrifi HO? -'<=??. 



IQ. y« I TT SO. 


, -a -V * 

aoaKKMrALyncti i - ■ '•j /■•yp. 


; poW jon« jodu st riaf Averapp 

TjKD - f 



Wall Street economists to 
have advanced 0.2 per cent, 
keeping its annual increase 
at a moderate 2.6 per cent 
An expected slight 
decrease in May housing 
starts, to L45m, would 
reinforce this favourable 
picture far the bond market 
Also among tomorrow’s 

reports will be 
manufacturing' capacity 
utilisation: at just over 83 • 
per cent in the latest month, 

this should confirm that 
sizpply-side pressures remain 
under control. 
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UK markets start the week 

on the back of yet another 
all-time high for the FTSE 
100 index on Friday, with the 
strength erf Wall Street and 
continued speculation on 
takeovers giving shares a 
fillip. 

The start of the week win 
be dominated by the first 
day of trading In Norwich 
Union, the former mutual 
insurance company. 

The Norwich flotation, like 
those of Alliance & Leicester 
and Halifax, b ps fiaan the 
shares rise in grey market 
trading, as institutions 
struggle to get a weighting 
in a stock placed largely 
with private Investors. 

Although the forthcoming 
Budget may induce a note of 
caution, the attitude of 
foreign Investors to UK 
assets may have underg on e 
asea change. 

Analysts cite the decision 
to give the Bank of England 
the power to set interest 
rates, the fact thatUK rates 
are rising when those in 
most other countries are flat 
and the concept of sterling 
as a “safe haven.” in the face 
of worries about the 
weakness of the European 
single currency. 

Mr Ian Williams, UK 
strategist at Panmure 
Gordon, says that “with, 
sterling assets generally 
being viewed more 
favourably, investors 


Gold not out of the woods 


Sugar and grain, gold and 
diamonds vie for attention 
this week. 

The annual Financial 
Times gold conference 
begins in Prague today at a 
time when the market is 
deep in gloom about the 
prospect of large-scale sales 
from “above-ground stocks" 
held by central banks and 
similar organisations. 

Fears about such disposals 
have weighed heavily on the 
price and some analysts 
think gold can go much 
lower. Mr Ted Arnold at 
Merrill Lynch suggests, for 
example, that if gold falls 
through the $340 an ounce 
support level “it could easily 
fall to $270 to $280”. 

_On .Wednesday De Beers' 
Central Selling Organisation, 


which operates the interna- 
tional rough (or uncut) dia- 
mond cartel, will reveal 
details of first-half sales. 
Since the middle of last year 
two of the biggest producers 
of diamonds - Russia, and 
Argyle of Australia - have 
left the CSO 

Nevertheless, traders 
believe the CSO has been 
digging deep into its stocks 
and will announce sales 
ahead of the record $2.78bn 
for the first half of 1996, pos- 
sibly of as much as $2.85bu 

On Friday. Matif, the 
French futures and options 
pyrhang p, ig launching a sec- 
ond. white sugar contract 

This will be a 100 lenmisi 
contract, a lower quality 
than the. existing SOUcumsa 
contract, which is in turn to 


be upgraded to a 45 Icumsa 
basis starting with the Octo- 
ber 1998 maturity. 

Mr Bruno Guiot, Matifs 
commodities product man- 
ager, said the exchange 
believed there was demand 
for two contracts as world 
sugar markets have under- 
gone significant changes in 
recent years. 

On Thursday and Friday, 
the International Grains 
Council hniffa its annual con- 
ference in London. The 
theme is trading in a chang- 
ing market, and speakers 
Include agriculture ministers 
from the US, Canada. India, 
Argentina, and delegates 
from Russia, Japan, France, 
Indonesia and Morocco as 
well as the European Com- 
mission. 
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China Overseas Land & Investment Cayman limited 

(lnoo»fn«uiiai*hiaialn4MAj inrfwCoraan bisafej 
(die 'Inner*) 

U.S.$ 150,000,000 

5J25 per ceat. Convertible Guaranteed Bonds due 2000 

fife "Bands') 

Convertible into shares of, and guaranteed by. 



China Overseas Land & Investment Limited 


(hia.pan^^km^UMtymiHarcKo^) 
(the "Guarantor*) 


NOTICE OF THE EARLY REDEMPTION AT THE OPTION OF THE ISSUER 
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tona i nnu ad«e Booth, the Inuer (a whoCvoamedsubtidiarv of the CtBtarUpr which „ 

Kong Limited) will redeem all outstanding Bonds on 5th Augret. 1997 (the "Redemption Date*) ax char principal amount 
together with interest accrued to the Redemption Date. 

Parmena on tettonption will be funded by Internal resource of the Guarantor and ds subokfiarim, and wifl be made against 
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each of China Oroscos Land &. Investment 
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Convetstoo Puce as it 6th June, lOTs- 

Ybe Closing Prtcc of the Stan on TheSmck Eadtange of 
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holding cash in the UK 
would be well advised to 
move the money into the 
market as soon as is 

practical” 

That optimism may be 
tested, however, if there are 
<ri g no. thp building 
society windfalls are Isa king 
into dramatically higher 
consumer spending. 

The big test win be the 
retail sales numbers on 
Wednesday, with the 
consensus pointing to a (L3 
per cent monthly and a 4.6 
per riant atrnnal rise. 


FRANKFURT By Andrew FrsHetf 


The fainthearts were 
brushed aside again on 
Friday as the German stock 
market powered to another 
record. In electronic trading, 
the DAX index of 30 blue 
chips Closed at 3,752 and 
analysts and investors are 
setting their sights even 
higher after an unexpectedly 
sharp increase this year. 

A DAX level of 4JXX) is no 
longer regarded as reaching 
for the sky, so long as Wall 
Street keeps rising, interest 
rates remain low, earnings 
are buoyant and corporate 
restructuring continues. 

Even so. the awareness 
that the rise cannot last for 
ever is growing. Mr Rolf 
Breuer, Deutsche Bank's 
chairman , said last week 
“the air is getting thin” at 
current bourse levels. 

If the plan for European 
monetary union looks as if it 
is going awry, that could be 
the signal for a change in 
sentiment On that score, 
markets will certainly have 
plenty to ponder this week. 

As uncertainties over 
Emu's prospects mount 
heads of government will 
strive to reach agreement in 
Amsterdam on the stability 
pact to curb budget deficits. 

France is keen to stress 
the employment aspect, 
while Germany is concerned 
this could involve needless 
expenditure. As ever, a 
compromise is likely. 
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“It is unlikely that the ' 
politicians would .allow 1 a 
row over the stability pact to 
sink the whole Emu project 
at Amsterdam," says Mr 
Julian Jessop of Nikko 
Europe. 

Thus Germany is likely to 
give ground. On the 
domestic front, money 
supply figures are expected 
to show - that M3 growth for 
May has finally fallen within 
the Bundesbank’s 1997 target 
range. April retail sales 
should show an 
improvement 


TOKYO. By -Gwen Robinson 


Markets have much to digest 
this week, after renewed 
turbulence in yen/ dollar 
e xch ange rates, the 
publication of mixed 
economic data and the 
announcement on Friday of 
proposals to liberalise 
Japan’s securities market. 

The measures are central 
to the government’s M big 
bang” pr ogr a mme of 
financ ial deregulation, and 

have been generally 
welcomed by investors. The 
introduction from June 1 of 
stock options, previously 
banned in Japan, has 
already driveh up share 

pricesof companies 

considering such schemes 
and contributed to the stock 
market’s recent activity. 

At the same time, the 

government's deliberations 

have triggered an industry 
shakeout which will hit 
smaller securities houses 
and encourage foreign 
brokers and financial 
institutions to expand in 
Japan. 

Among key 

recommenda tions are the 
abolition of fixed 
c ommiss ions on stock 
transactions and the 
removal of curbs on new 
securities products over the 
next few years. They also 
call for greater disclosure of 
information by brokers and 
tougher penalties on 
wrong-doers. Another 
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proposal, to allow banks to . 
enter the securities business, 
is Ukely to fuel competition 
between brokers. 

After wild fluctuations 
through the week on the 
dollar's sharp rebound 
against the yen. the Nikkei 
225 index closed the week 
slightly lower, down 38 on 
the day at 205S&35 but 
ahead of the previous week's 
close of 20.362.64. 

Government bonds, . 
meanwhile, recovered from 
the dollar’s appreciation to 
end the week higher. 



CROSS BORDER M&A PEALS 1 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMOVT 

PacifiCorp (US) 

Energy Group (UK) 

Power 

StL4bn 

Renews sector 
ooneoTidatkxi 

Nows Corp {Australia 

PHmeStar (US) 

Broadcasting 

$1.1 bn 

Part of US 
reheat 

Atlas Copco (Swaden) 

Prime Service (US) 

Equipment hire 

SBOOm 

Buyer's biggest 

Thyssofi (GonnanyJ 

Giddings & Lewis 
(US) 

Machine tools 

$875m 

Sector's big- 
gest bid yet 

Oacfcstnfw Group (US) 

Unit of Inco 
(Canada) 

Mining 

$41 Om 

Alloys merger 
plans 

Armstrong World 
Industries (US) 

Domco (Canada) 

Flooring 

$353m . 

Floor wars 

Parmalat (Italy) 

Ault Foods 
(Canada) 

Food 

ProgMsIng 

. $300m 

White knight 
move . 
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Having put -their monetary 
union worries to one side 
and concentrated on Wall 
Street, European bourses 
will be hoping that tomor- 
row's US consumer price 
index can maintain the posi- 
tive inflation mood. 




French shares clawed back 
into new high territo ry on 
Friday, riding up on the 
back of US bonds and equi- 
ties, but also underpinned by 
hopes for political pragma- 
tism this week from the 
newly installed government 
Prime minister Mr Lionel 
Jospin makes a formal policy 
statement on Thursday. He 
is expected to tread warily, 
but for all that there should 
be some real enough insights 
into the political make-up of 
his Socialist .coalition.. ... 

.The key determinants for. 


the stock market will be the 
government's employment 
plans pins any farther clues 
about the outlook for Emu. 
Brokers suggest that the for- 
mer could well provide the 
best indication yet of just 
how left of centre the new 
government is. 

At all events, the share 
market is expected to stay 
volatile after a rise in the 
leading CAC 40 index of 8 
pear cent since May 2a This 
week's corporate news cen- 
tres mostly on analysts' 
meetings at Rbane-Poulenc 
and Danone, on Thursday 
and Wednesday respectively. 


STOCKHOLM 

After last week's blizzard of 
heavyweight corporate news 
(root-and-branch restructur- 
ing at Electrolux, a $l.6bn 
share stake disposal by. 
Incentive and a $900m US 


acquisition for Atlas Copco) 
traders in Stockholm can be 
forgiven for feeling slightly 
punch-drunk. 

Bourse trading is reduced 
to four days this week by 
Friday's public holiday, so 
the chances are that the 
next few days will provide 
greater opportunity for 
reflection. 

Hennes & Mauritz pub- 
lishes interim results today 
and later this week investors 
in London and New York 
will have a chance to meet 
the chief executive. Mr 
Stefan Persson. The group, 
one af the few truly interna- 
tional retailers, has a lot to 
live up to with the shares on 
a 1997 price/eamlngs ratio of 
about 35. 

But some brokers are bet- 
ting the H&M interims , will 
emerge at the top'nf. lh®- 
range. , and.- spark .dn other- 
round of-eamings upgrades... - 


AMSTERDAM 


A story of aggressive retail- 
ing could also emerge from 
Amsterdam when top stores 
group Ahold meets share- 
holders tomorrow. 

Last week’s first-quarter 
profits were right up to the 
mark. 

After the successful 
spin-off by Vendex of its 
Vedior operations, the stock 
market is actively searching 
for other de-merger stories. 
The talk in Amsterdam is 
that KNP is close to hiving 
off its mail and telecoms 
arm. 


HONG KONG 


The mood is expected to 
remain bearish in Hong 
Kong, despite Friday's tech- 
nical rebound, writes Loiifse 
fatcas from Honff Kong. 

Concerns include 1 China's 


desire to rein in speculation 
in both domestic markets, 
coming controls on the 
mainland-backed red chips, 
and domestic measures to 
tame property prices. 

The concerns focus on two 
of the main planks of tire 
Hong Kong stock market: 
property, which accounts for 
about 40 per cent, and red 
chips, which have seen their 
share prices more than dou- 
ble in recent months. 

A number of brokers have 
cut their year-end targets for 
Hong Kong, previously a 
favoured market in the run 
up to July l. when China 
resumes sovereignty. 

Merrill Lynch, says a cor- 
rection could take the bench- 
mark Hang Seng Index as 
low as 12,000 - compared 
with Friday's close of 14,112 
- and “has cut its recom- 
mended allocation by 1 per 
centage' point 1 
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Japanese trade data may give direction to yen 


■ -• ■* * 


After last week’s news of 
Japan’s massive trade sur- 
plus, foreign exchan ge mar- 
kets will be looking at this 
week’s trade figures to give 
further direction to the yen. 

Last week, reports that 
Japan’s current account sur- 
plus in April reached 
Yl,022bn. a 90 per cent 
increase over the year, 
sparked a rise in the yen 
against the US dollar to 
below Ylll. 


The dollar later recovered, 
and the yen was talked down 
by Japanese officials, 
towards a more comfortable 
YU4 rate by the week’s end. 

On Wednesday, however, 
the market will discover if 
the rise in Japan’s surplus in 
its trade balance has contin- 
ued into May. 

Deutsche Morgan Grenfell 
is forecasting a rise of more 
than 200 per cent in the 
trade surplus, to Y729bn, as 


exports to the US remain 
buoyant and imports have 
yet to recover from April’s 
falls after the increase in 
consumption tax. 

But the market is already 
looking ahead to next week 
and the publication of the 
quarterly tankan business 
conditions survey by the 
Bank of Japan on June 25- 
Most analysts expect, it to 
show slipping sentiment 
regarding economic recov- 


ery, allowing the BoJ to keep 
interest rates down. 

The dollar could stay 
weaker against the yen and 
sterling, if 'last week’s low 
inflation story is continued 
this week, putting back the 
chances of a Fed rate rise 
next month. 

On Tuesday consumer 
prices for May are out, with 
lower energy prices expected 
to hold back the overall 
index. But core CFl could be 


vulnerable to rising by more ; 
than the market forecasts of 
0.2 per cent - which may put 
a rate rise back, on the 
agenda. 

The dollar and the yen 
could also be moved by the 
conclusions of the G7 sum- ’ 
mit in Denver, which wound • 
up yesterday. Any fears 1 
about trade imbalances . 
could be heightened by 
Thursday's US international 
trade figures for April. 
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Austerity in 
Ottawa ties 
down yields 




— •*<"• — — * 


Yields on long-term 
Canadian government bonds 
last week slipped below 
those of US Treasuries for 
the first time, rewarding Ott- 
awa for putting its fiscal and 
economic house in order. 

Canadian 30-year bonds 
woe yielding 6.70 per cent 
on Friday, compared with 
6.72 per cent for the US Trea- 
sury's long bond. Canadian 
yields were 2J2 percentage 
points’ above US levels as 
recently as 1994. 

This cross-over in 
longterm yields brings the 
entire Canadian yield curve 
below the US. Among short 
maturities, this negative 
spread is even more pro- 
nounced. Canadian three- 
month Treasury bills., for 
example, are now yielding 
more than two percentage 
points less than equivalent 
US Treasuries. 

Canadian commercial 
hanks now charge their best 
customers a rale of 4.75 per 
cent, compared with 050 per 
cent in the US. And Cana- 
dian mortgage rates have 
been lowered twice in the 
past month. 

Mr Daniel Kelly, vice-presi- 
dent, fivafl mmmp research 
at CIBC Woody Gundy, sees 
little prospect of a jump in 
Canadian interest rates over 
the next few months, even if 
the US Federal Reserve 
tightens monetary policy 

“The Bank of Canada is 
not too concerned about 
excess demand," he says. 
"There is a tremendous 
amount of slack." 

inflation was running at a 
year-on-year rate of L7 per 
cent in April; well within the 
central bank’s 1. 0-3.0 per 
cent target range. 

Markets are also 
impressed by the public sec- 


tor’s fiscal record. The fed- 
eral government appears set 
to balance its budget within 
the next two years, after 
posting a record C$l2bn defi- 
cit in 1994. 

The 10 Canadian provinces 
have either balanced their 
books or have set targets for 
doing so. Several have even 
passed laws requiring bal- 
anced budgets. 

Some analysts, however, 
warn that politicians may be 
counting their chickens 
before they hatch. In the 
recent electi o n campaign, for 
example, talk of sustained 
fi s c al discipline gave way to 
promises of tax cuts or 
spending increases, or both. 

Mr Tom Connell, who 
heads the Toronto office of 
Standard Spoor's, the credit 
taring agency, says: "The big 
question is: 'What is the pub- 
lic appetite for continuing 

austerity?*” 

British Columbia’s reluc- 
tance to chop healthcare and 
education funding recently 
led S&P to cut its credit rat- 
ing from AA+ to AA 

Perhaps a more serious 
risk is that rosy budget fore- 
casts could be thrown off 
course by rising interest 
rates or a recession towards 
the esod of the decade. 

Mr Jim Dinning, a former 
treasurer of Alberta, warned 
in the (Robe and Mail last 
week that "those who tMuir 
that Canada can bank an a 
real economic g r owth rate of 
3 per cent that interest rates 
will be sustained at current 
low levels; that debt vnQ. 
stop growing; or that the 
demand on social pro- 
grammes will be «mtro ii e d 
- those must be the same 
people who banked on oil at 
$100 a barrel." 

Whatever the outlook, the 
daciirw in p ublic sector band 
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issuance has already 
brought signtfleant changes 
to the domestic fixed-income 
market “As provincial issu- 
ance declines, investors wfil 
be propelled to look at other 
sectors,” says Mr Connell at 
S&P. 

Investors’ appetite for cor- 
porate bonds has risen, 
reflected in narrowing 
spreads between corporate 
and government issues. 

Traditionally conservative 
flanaiHaw institutions have 
even begun to dip their toes 
into a fledgling domestic 
hi g h- yield market. Canadian 
companies with sub-invest- 
ment grade credit ratings 
have up to now had little 
choice but to rely an bank 
finan cin g , or the US 3unk 
bond’ market. But several 
have recently launched 
domestic issues successfully. 

Scott Paper, with a specu- 
lative credit rating of B, 
raised C$ll5m through a 
heavily oversubscribed issue 
of 10-year debentures. The 
bonds were priced to yield 
A3 percentage points above 
government debt 


Other recent high-yield 
borrowers include Four Sea- 
sons Hotels; propert y devel- 
opers TrizecHahm and Preci- 
sion Drilling, an oil services 
group. 

The buoyancy of Canadian 
bonds has been propelled 
largely by domestic Inves- 
tors who can afford to ignore 
currency risk. 

But the Canadian dollar 
ha« disappointed many ana- 
lysts who were expecting a 
rise in 1996 and 1997. It was 
trading at about US$0.7250 
on Friday, almost a cent 
lower than a year ago. 

And economists are 
expecting only a limited 
improvement over the next 
year. Scotia Capital Markets, 
part of Bank of Nova Scotia, 
expects the currency to rise 
to about US$0.7520 by the 
end of this year and to 
US$0.76 or US$0.77 in 199a 

“You’ve got to be really 
bullish on a currency to 
withstand a negative [yield] 
spread," says Mr Kelly at 
CIBC Wood Gundy. “And no 
one Is that bullish on the 
n«Ti«riifln dollar.” 
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NOTICE OF EARIY REDOWTION 

to the Bondhoklrirs of 

Yasuda Trust Asia Pacific Limited 

Boaflng/Rxed Rate Guaranteed Bonds dun 2004 

NOTICE IS HEREBY GIVEN that pureuant to the terms of Bw fiscal Agency Agreement mads as 
of thB 30tfi ol June. 1 994. between^ VteudalmtiAsto PadBc Untied (Hie *CompaniO,Th®Vb8Uda 
Trust aral Bailcfng Company; Urntted phe^ TaueranioOt’ | baude BanknntfTrust Company (OSA), 
as fiscal and primripal paying agent, The Vteuda That and Banting Company, Limited, London 
Branch, Banqua Internationale A LuxBmbourB&A. and Swiss Bank Owporafion, as paying agents, 
the Gonwany has elected, pursuant to Section 5(b) of the^ Tbrms and GortftionB of ihe Bonds, to 
redeem the m&B outetancfinB prindpal amount of ILSA31 ^00^00 “A" and LLS.S21 fiOOXXO V 

of the Company’s FtotihgTFtaBd Rate Quararteed Bonds due 2004 (the ’BondaT) on .tone 30, 1887 

ahB “RBdemption Date*) at the prtce of 100% or the prtndpal amount thsraol phe "Redempdon 
Price"). Payment of the Redemption Price wS ba made upon prosartaflon and anrendec of the 

Bonds, at the bektoMtotBd payliiB agents Tha Juna 30. 19S7 WereatwM ba paid to the usual man- 
ner. Interest on the Bonds irifl cease from and after the Redempton Dale. 


PaymartvyfflbemKtetiaJVrftb 6 foa °'^P^^ s, 9 en ^ s ^ ba ^ ’ 
The'ibsudaTrust and Banqoe Intematiornled . Swiss Bank Corporation 

Banking Company, ud. 

London Branch 
1 Liverpool Street 
London EC2M 7NH 


LuxembowgSA 
2 Boulevard Royal 
L-2953 Luxamboup 


Aeacherwofstadtl 
CH-4d02 Basie 




AcconSngiy.j please 

YASUDA TRUST ASIA PACIFIC L8®TH) 

By. YASUDA BANK AND TRUST COMPANY (U^A.) 

as Fiscal wk/ Prindpa] ft | yfnfffigont 
Dtosd: June 16, 1997 




European 
Investment Bank 
nLiw>xw n on 

Hooting Rata Notra 
(km 2004 


Notica is hereby given dial the 
Notes will carry an Interest 
Rate of 6.61406% per annum 
tor the period 16.0B.19ST to 
15.09.1997. 

•m.B3£94 

per ITL 5.000J300 nominal 
• ITL 835,944 . 
per ITL 50b00.000 nominal 

Luxembourg, June 16, 1997 
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for your 
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Property 


Advertise your property to 
approximately 1 million FT 
readers in 160 countries. 

FbrdetaHs: 

Tina McGonnan 
-«44 (0)171 873 3252 

Fax: +44 (0)171 873 3098 
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Mexican stocks back in favour 


Mexican stocks are back in 
favour with foreign investors 
and are likely to deliver a 
much stranger performance 
in the second half of the year 
than their dull showing to 
date, according to analysts. 

Mexico City has lagged 
behind other Latin American 
bourses in 1997 owing to a 
crop of disappointing first- 
quarter results and fears of 
political instability before 
mid-term elections next 
month. 

But when the political 
fears proved unfounded and 
the economy continued to 
show signs of recovery, for- 
eign sentiment rh angpfl and 
the Bolaa gained 6 per cent 
in peso terms In the first two 
weeks of June. 

Several factors have 
underpinned the stock mar- 
ket recovery. A buoyant 
New York market has sent 
positive ripples down Mexico 
way. A benign international 
environment has also 
allowed many Mexican cor- 
porations to refinance their 
dollar obligations on more 
favourable terms, which 
should improve their results. 

According to Mr Lars 
Schonander, head of 
research at Santander 
Investment in Mexico City, 
regional equity funds have 
stated to shift money out of 
Brazil, T-a*fa America's top 
performer this year with dol- 
lar yields up almost 60 per 
cent, and into Mexico, where 
gains have been mare mod- 
est at 22 per cent, and the 
market is trading on a pro- 
spective p/e of 13-5. 

“There are concerns about 
Brazil’s fiscal and current 
account deficits, while 
Mexico is looking strong on 
both counts,” Mr Schonan- 
der says. "Mexico and Vene- 
zuela are the only countries 
in Latin America which are 
running trade surpluses 
right now." 

Foreign capital flows have 
been so strong that the Bank 
of Mexico added $8.6bn to 
international reserves in the 
first five months of 1997. In 
January, the cautious cen- 
tral bank had predicted a net 
increase of $2.5hn for the 
whole of the year. 

Healthy reserves and a 
steady peso, while squeezing 
the profit margins of export- 
ers, have helped bring down 



inflation to (191 per cent in 
May - the first time monthly 
inflation has fallen below 1 
per cent since the pmsp* of 
the Wwawriwi crisis in Decem- 
ber 1994. This in turn is 
expected to bring some relief 
to family incomes, which 
were badly mauled by deval- 
uation and high inflat ion in 
1995 and 1996. 

Mr Schonander is expect- 
ing a timid recovery in con- 
sumer sales, which can be 
expected to improve the out- 
look for Mexico’s large 
supermarket chains and 
retail stores, such as Cifra, 
Gigante and Soriana. He also 
forecasts better results for 
cement and construction 

<v\mpnnlpg 

Some analysts are recom- 
mending equity investments 
in the troubled financial sec- 


tor, even though Mexican 
hanks have yet to resume 
landing and remain encum- 
bered by large portfolios of 
bad loans. 

Mr Jay Pelosky, Latin 
America strategist at Mor- 
gan Stanley, argues that the 
worst will soon be over for 
Mexico's b«nks- “The most 
leverage to the Mexican 
recovery is in the banking 
sector,” he says, adding that 
Banacd and Bancomer. 
Mexico's two lvatting finan- 
cial groups, could see their 
shares rise by up to 30 per 
cent in dollar terms by the 
end of the year. 

The Mexican stock market 
has also seen a number of 
new listings, such as Globo, 
a bakery; Wings, a fast-food 
chain; and ECE, the invest- 
ment vehicle of a group of 
young, second-generation 
Mexican businessmen who 
own the Hard Rock Cafe in 
Mexico City. 

While the initial public 
offerings have been too 
small to awaken the interest 
of international Investors. 
Mr Pelosky says the listings 
point to the regeneration of 
medium -sized businesses, a 
sector which floundered dur- 
ing the 1995 recession. 

Another six corporations 
have registered with the 
National Banking and Secu- 
rities Commission to place 
IPOs or rights issues in the 
next two months. They 


include Corporadta Geo, a 
construction company that 
specialises in low-cost hous- 
ing; Biper, a radio-paging 
service owned by Elektra, 
the retail chain, which hopes 
to raise 2QQm pesos (S25m) 
by floating 15 per cent of its 
subsidiary, and Indus trias 
Bachoco, an egg and poultry 
producer. 

Large corporations have 
not issued new equity this 
year, but there could be 
some activity an this front if 
either Hylsamex or Ahmsa 
win ihe forthcoming privati- 
sation of Sid or in Venezuela, 
the last big Latin American 
steel complex in state hands. 
Big contracts in the gas and 
electricity sector could also 
tempt some of Mexico’s large 
construction firms to return 
to the stock market 

With the economy show- 
ing steady improvement and 
the government pledging to 
stay the course after the 
July elections, many stock 
brokers are hoping the 
Mexico City Bolsa will lead 
the Latin American perfor- 
mance league during the sec- 
ond Half erf the year. 

“Inflation is falling, the 
peso is stable, and compa- 
nies look set to post strong 
earnings in 1998,” Mr 
Pelosky says. "Mexico could 
be the most attractive 
emerging market in the 
world over the next 12 
months.” 
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- 7.19 

-734 

-2036 

-2009 

4 - 4.06 

-*236 

-636 

- 6.61 

+7130 

+6332 

+ 11.73 

43.62 

+539 

+ 1.69 

-017 

- 2.38 

43.18 

+ 1.71 • 

+432 

42.51 

+ 42.17 

+2085 

-038 

-066 

+014 

+ 0.10 

+ 18.41 

+1234 

-030 

-540 

+1432 

+935 

+3730 

+3031 

40.03 

+002 

+070 

+051 

+2048 

+1731 

-137 

- 2.40 

-139 

-136 

+731 

+1233 

40.45 

4036 

+631 

+ 4.07 

+ 4.77 

+335 

43 JB 

+ 4.06 

+1634 

42031 

+1539 

+1830 

-632 

-338 

- 1.78 

-076 

-4830 

-1739 

4431 

46.45 

+538 

+ 8.17 

+ 12.75 

+2131 

+ 5.06 

+132 

46.75 

+338 

- 44.51 

- 14.18 

4038 

4019 

+837 

+438 

+1936 

+1071 

-1030 

-1002 

-2073 

- iao2 

-6030 

-3935 

-133 

-032 

4535 

+ 2.75 

-1038 

- 4.73 


M Men to S farm. Jnay 7Mi 1992-100. Soueas MG Baring SaewHta. 


These securities hove not been r egistered under the Securities Ad of 1933 and may not be offend or 
sold in the Untied States absent r egi st r at ion or an applicable exemption pom the registration requirements thereof. 
This announcement appears as a matter of record only. 


UK 


LUKINTER FINANCE B.V. 

U.S.$230,000,000 


3.5 per cent. Convertible Bonds due 2002 
convertible into Global Depositary Receipts 
representing ordinary shares of 
and with the limited guarantee of 


OJSC LUKOIL 


Joint Bookrunners and Global Coordinators 

NatWest Securities Paribas 
Limited 


SBC Warbuj 

ADnqSOHOFSWBS BANKCOarea/ 


Creditanstalt Investment Bank 
BaxING Brothers Limited 


Credit Suisse Hist Bd n 
. Morgan Stanley *- 0 

MT13NAI)ONAL 


.Russian Financial Adviser 

OJSC Investment 
Company NIKoil 
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CURRENCIES AND MONEY 


POUND SPOT F 


1 13 


Oaring Change 
mid-point on day 


BMtaffer 


Oafa Ifid 

high low 


OlW ITKRttl 

Rata %PA 


Thraemonftt One yur Bank of 
Rata KPA Rata KPA&g, Index 


DOLLAR SPOT FORWARD AQA: 


Jon 13 ctoalng Ctange Bktfotter Day** mid 

micHwint onian greed high tow 


OnmA nmmortOH <X»y me 
Rate KPA Rate ttPA Bata *PA W? 


WORLD INTEREST RATES 


MONEY BATES 


Bnp* 

Austria 

Belgium 

Oarrnak 

Finland 

Franca 

Gorrmny 

Greece 

Nnd 

My 

UBUBrtKMfl 

IWhariamfe 

Nanny 


Sprin 

Sweden 

Swszstland 

UK 

Ecu 

SORT 

America* 

Argentina 

Brazil 

Canada 


m 

JFR) 

(DM} 

DO) 

« 

« 

3-Fr) 

m 


(SKI) 

(SPrJ 

B 


205007 

+0.1662 92S - 089 

195867 

195041 

105472 

35 

195502 

25 

- 

- 

1027 

Ayflris 

(Sch) 

ms» 

+U4S56 183 - 089 

585380 575750 

585366 

32 

59.1996 

35 

56.7636 

32 

1024 

Bragum 

m 

108220 

+05026 170-260 

105260 

10.7151 

10.7965 

25 

10.744 

25 

105225 

25 

1095 

Dramartc 

(PKr) 

95226 

+05627 146 -30! 

85305 

&4050 

- 

- 

- 

■ 

- 

- 

821 

FWrad 

m 

05907 

+05783 858 - 056 

05056 

94949 

056BS 

10 

04186 

95 

0506 

3.1 

.1055 

France 

IFFr) 

25421 

+05237 410 - 432 

25446 

25141 

25345 

35 

2518S 

35 

£7482 

35 

1035 

Germany 

(DM) 

449514 

+2555 836-002 

450435 

446.110 

- 

■ 

- 

- 

- 

- 

6S2 

Graacd 

W 

15783 

+05028 781 -804 

15816 

15717 

15704 

-0.1 

15784 

05 

15714 

0.7 

005 

Inland 

m 

270152 

+2057 881 -264 

'2792.64 276348 

2703.12 

-05 

279452 

-05 

27S0.S2 

04 

78.1 

Ibdy 

(U 

568636 

+OA856 183 - 089 

58.7089 

S757S0 

505066 

35 

56.1936 

35 

56.7636 

35 

1024 

LiDomtxxiQ 

(U+) 

61007 

+0527 053 - 980 

3J2OO0 

3.1646 

3.1982 

35 

3.1702 

35 

35921 

35 

1025 

Nriherianda 

R 

115996 

+0.1211 631 -904 

115160 

115868 

115993 

3.1 

11.7988 

35 

115689 

25 

088 

Norway 

m 

287554 

+1512 811 - 197 

267.197 

284427 

286504 

05 

206529 

0.7 

- 

- 

83.1 

ftjrtugal 

(Esl 

236716 

+151 624 - 808 

230506 237.780 

239556 

05 

239.116 

15 

236561 

14 

772 

sprat 

IPtt) 

12.7102 

+05004 013 - 190 

12.7196 

125431 

125887 

25 

125+07 

25. 124467 

£1 

835 

Sweden 

ms) 

25680 

+05064 647-673 

25673 

25479 

25567 

4J 

25375 

45 

25536 

45 

1005 

Swtosriand 

(SFO 



- 

. 

- 

- 

- 

- 

- 

- 

1005 

UK 

(£) 

14556 

+05082 548-564 

14564 

14429 

14328 

25 

1.447 

25 

14189 

£5 

• 

Ecu 

- 


+£0072 

♦029 

+00542 

+0.0365 

+00458 

*00138 

+144 

-00033 

+122 

+020 

+00157 

+00714 

+1.105 

+087 

+00028 

+00034 

+00008 

-0X1087 


271 -319 
500-900 
155-187 
074 - 149 
825-680 
375-381 
990 - 090 
141 - 188 
820 - 720 
500 - 900 
542 - 580 
575-725 
470 - 570 
550 - 600 
679-754 
462-472 
351 - 358 
232 - 239 


122319 

052900 

6LB187 

S2149 

50880 

1.7383 

Z7L900 

125240 

170720 

352900 

19561 

72806 

175270 

146900 

79017 

14472 

19403 

1.1306 


- 1.174560 


SORT 


0.71922 


12.1550 
as tjffn 
69745 
5.1541 
■ 59210 
1.7271 
273940 

19125 

160590 

359200 

19424 

7.1851 

174470 

145900 

77418 

14385 

19290 

1.1232 


12207 

£2 

12.1583 

25 

115085 

35.796 

25 

3554 

25 

SA9 

650S3 

2.1 

65806 

25 

84686 

5.1903 

25 

8.1748 

25 

55667 

SjK26 

24 

■iiwaa 

25 

£7148 

1.7341 

25 

1.7284 

25 

15885 

273525 

-35 

2774® 

-35 

283J4 

15148 

05 

15142 

05 

15109 

17085 

-15 

17115 

-1.1 

171358 

3SL795 

£5 

3554 

25 

345 

15505 

25 

15419 

25 

15014 

75927 

25 

75272 

24 

7.1015 

178508 

0.1 

17544 

05 

174.13 

146575 

(U) 

146406 

05 

14544 

7J823 

14 

7.7417 

15 

75472 

14418 

45 

14S1 

4.0 

15864 

15343 

05 

1532 

05 

1522 

1.125 

-15 

1.1284 

-1.7 

1.148 



On* Lon®. 0* a*)- 

in »"»■ * » 


29 1029 
27 1029 
22 1049 
29 819 
29 1047 
29 IBM 

-32 647 
09 

-04 759 
27 1029 
2.7 102.1 
29 969 
09 939 
09 789 
19 839 
42 10«9 
09 999 

-29 


(P«»o) 

FSJ 

(d) 


12353 +09006 348 - 358 
1.7567 +09014 561 - 573 


19401 

1.7616 


19288 

1.7495 


USA m 19 

Padflo/Mddb EaatMfcfca 
(AS 2.11 


Hong Kong 

Ml 

tonal 

Japan 


(HKS) 

(Rs) 

{SW 

W 


187986 


Now Zealand 
PMWnes 
Sardl Arabia 
Singapore 
South AMca 
South Korea 
Tehran 
Thailand 


-00027 541 - 560 

£2642 

9MM 

£2487 

35 

£2373 

3.1 

£1955 

25 

84.7 

+00039 072-210 

130445 

125790 

- 

- 

- 

• 

- 

- 

- 

+00008 351 - 368 

15403 

15290 

15343 

05 

1532 

05 

1522 

05 

1025 

+00048 756 -779 

£1911 

£1650 

£1761 

05 

£1742 

05 

£1641 

05 

0Z4 

+OOQ22 581 -682 

125984 

125119 

125567 

05 

125451 

05 

125104 

0 A 

- 

-00112 030 - 107 

585900 

585460 

- 

- 

- 

- 

- 

. 

- 

+00167 785-008 

55908 

55562 

- 

- 

- 

- 

- 

. 

- 

+1511 484-708 

187560 

196000 

186529 

85 

184516 

65 

173.701 

65 

1320 

+00087 088 . lig 

4.1228 

40906 

- 

- 

- 

- 

- 

. 

- 

+0008 887-724 

25735 

25602 

£371 

0.1 

£3710 

-0.1 

£3791 

-05 

1135 


(NZS) 22711 
(Peso) 43.1448 +09207 012-884 
(SR) 6.1340 +09022 334 - 358 
(5S 22346 +0907 338-358 

(R) 72636 +09108 596 - 676 

(Won) 145226 -274 670 - 566 

(TS 459127 +0933 702 - 552 
fit) 42211 0 +2993 938-282 


43.1884 43.1012 - - ... 

6.1518 6.1101 - - - - ... 

22399 22187 - - - - 

72801 72286 - - - ... 

145596 144796 - - - - - 

46.7152 464328 - - - - ... 

422262 389460 - - - - 

tMnferJuntt. BWMftr mad* h tea Pound Spot tacfcrimr oaty He kn Him «M (tecra. Fonrad n aa not draav qurad a Sw nrafcat 
bra m irqted by uih im m Swing Ms raalid o^fts Brit ol^e ngteid . Bwa ftraagtixaa - 100. Mac rabaaad ifflft BU. Ofer and 


MMM ki baft ate rad m Deter apes rates duM : 


Hm antaigc me ptetsd In ttte trite n aba awMte on the MaiM at MteOVwwteFmut 


CROSS RATES AND DERIVATIVES 


I SPOT RATES. Bonn nut n munera or On F.T. 


Ameri ca s 

Argentina (Psocfl 09989 

Brad PS 19742 

Canada {CS} 13789 

Mexico (NawPaao) 79675 

USA (S) 

RaotBc/MddlB Eaat/AMca 
AintraEa (AS 12309 

Hang Kong gmj 77420 

m 359050 
brad (3h» 39148 

Japan (V) 114.700 

Malaysia MS 22132 

New Zealand ffizS 14408 

PhHppInra (Peso) 282610 

Said Arabia (SR) 3.7507 

Singapore (SS) 14275 

South Africa (R) 49025 

SoUh Korea PM 688900 

Tehran (IS 27-8900 

Thailand (Bt) 239100 

t SDR raw pra 3 tor Jim 12 
nunrad la tfra merfoac bra n 
12: Base average 1900-1 oa 
The eratange ntee printed In thta 


-989 -969 09999 09899 

+09005 740 - 743 
-00021 788 - 791 


+00024 

-00015 

-002 

+0909 

+078 

+00032 

+09061 

+0003 

+09038 

+0906 

-8 

+091 

.+176 


305 - 314 
415-425 
800 - 300 
117 - 178 
650 - 750 
127 - 137 
493 - 503 
600 - 020 
505 - 606 
270 -280 
DIO - 040 
000 - 000 
700 -100 
050 - 190 

ki the I 


10744 

15739 

. 

. 

- 

- 

- 

- 

84.1 

15831 

15771 

1576 

25 

15704 

25 

15514 

25 

75600 

7.9550 

£066 

-164 

£2678 

-15.6 

04825 

-164 

1034 

15314 

15297 

15313 

-04 

15314 

-05 

15304 

05 

045 

77433 

75410 

7543 

-05 

75444 

-0.1 

7.7545 

-02 

" 

365400 

35.7600 

35595 

-35 

36.16 

-45 

33566 

5.1 

“ 

£4179 

£4087 

_ 

_ 

_ 

- 

- 

- 

" 

114000 

114550 

114.145 

55 

11354 

55 

108.14 

£7 134.7 

25165 

25088 

25164 

-1.1 

£5196 

-15 

25365 

-05 


1-4503 

14482 

14506 

-07 

1.453 

-09 

14631 

-05 


26-4020 

265600 

- 

-- 

- 

- 

- 

-Ol 


£7506 

3.7305 

3J31 

-0.1 

£7615 

-Ol 

£7544 


1.4282 

14220 

14259 

14 

14218 

15 

14 

15 


45D40 

44960 

4542 

-105 

45195 

-104 

45175 

-95 


800.400 

898500 

- 

- 

- 

- 

“ 


_ 

275100 

275700 

275907 

05 

27592 

05 

275983 

05 


255150 


255712 

-25 

25595 

-25 

20505 

-25 

■ 


hnpted by omnlnwMiME 


Spott 

UK. 


riwwanfy Bw bd AM 
4 ECU era quowd bi US 


_ _ ptacM. fowl ndee are nra dmetty 
owranoy. JP. Morgan nanM M» Jun 


trite era dec wra i h to on the tetsmstri MpJ Aeww P I'.oom 


UK INTEREST RATES 


EXCHANGE CROSS RATES 

Jun 13 BFr DtKr FFr 

DM 

IE 

L 

H 

Nte 

Ea 

Pta 

SKr 

8Fr 

£ 

CS 

S 

Y 

Ecu 

Belgium 

(BFr) 

100 

1845 

1655 

4545 

1540 

4758 

5449 

2057 

4805 

408.6 

2157 

4.033 

1.705 

3544 

£788 

3195 

£481 

Danmark 

(DKr) 

5451 

10 

8562 

£626 

0597 

2570 

£954 

1099 

2655 

2215 

11.74 

£188 

0524 

£084 

1511 

1735 

1545 

Franca 

(PFr) 

61.17 

1158 

10 

2563 

1.125 

2910 

3533 

1240 

2995 

2409 

1355 

2467 

1543 

2551 

1.705 

1955 

1518 

Germany 

(DM) 

2054 

3508 

3575 

1 

0580 

982.1 

1.125 

4.163 

1015 

8455 

4472 

0532 

0552 

0.793 

0573 

6650 

0512 

Ireland 

(IE) 

5450 

1003 

8587 

£633 

1 

2586 

2562 

1152 

2665 

222.1 

11.78 

£182 

0527 

2560 

1515 

1735 

1549 

Italy 

(U 

£102 

0588 

□544 

0102 

0030 

100 

0115 

0426 

1028 

£588 

0455 

0585 

0536 

0081 

0059 

£721 

0052 

Ntntarianda 

(H) 

1855 

3585 

3500 

0589 

0338 

8735 

1 

£718 

8950 

7459 

£978 

0740 

0513 

0705 

0512 

5858 

0455 

Norway 

(WO) 

4954 

9.102 

8566 

2590 

0508 

2348 

£688 

10 

2414 

201.6 

1069 

1590 

0841 

1597 

1576 

1575 

1524 

Portugal 

(Ea) 

2044 

£770 

£341 

0590 

0576 

0724 

1.114 

4.142 

100 

8351 

4428 

0524 

0548 

0786 

0570 

6555 

0507 

Spain 

tPta) 

2447 

4514 

4501 

1.186 

0450 

1164 

1534 

4560 

119.7 

100 

5502 

0587 

0417 

0541 

0582 

7845 

0507 

Sweden 

(SKr) 

46.15 

0514 

7546 

2536 

0848 

2196 

£515 

9554 

2255 

1885 

10 

1562 

0787 

1.774 

1-287 

1475 

1.145 

Swtttarfand 

(Sft) 

24.79 

4574 

4554 

1501 

0456 

1160 

1551 

5025 

1215 

1015 

5572 

1 

0423 

0553 

0691 

7058 

0815 

UK 

ra 

5657 

1052 

9591 

£842 

1579 

2791 

£197 

1159 

287.1 

239.7 

1£71 

£366 

1 

£255 

1.636 

1875 

1.456 

Canada 

(CS) 

26.01 

4.799 

4553 

1560 

0479 

1238 

1418 

5572 

1275 

1065 

£636 

1549 

0443 

1 

0.728 

83,16 

0.645 

USA 

<S) 

3557 

6517 

6584 

1.738 

0560 

1707 

1555 

7570 

1755 

1485 

7.772 

1.447 

0511 

1579 

1 

114,7 

0890 

Japan 

(V) 

3157 

5.763 

£113 

1515 

0579 

1488 

1.704 

6538 

153.0 

1275 

£776 

1.281 

0533 

1502 

0572 

100 

0.778 

Ecu 


4050 

7435 

6580 

1553 

0741 

191B 

£196 

£169 

1975 

164.7 

£732 

1.626 

0687 

1549 

1.124 

1285 

1 


LONDON MONEY RATES 

Jun 13 Owtr- 

. night 


7 days 
notice 


One 


Three 

months 


Stx 


One 

year 


Ranch Arac. Naw fl an Kterw. rad SaadMi Kronor pgr 1<fc BaJgfcn Franc. Vbn. Escudo. Ue and Paaota par 1BL 
(I MM) DM 125900 per DM 



Open 

Brit price 

Change 

High 

Lew 

EzLvol 

Open Ml 

Jun 

05778 

05753 

-05031 

05792 

05744 

7532 

43575 

Sep 

05821 

05790 

-05032 

05832 

05782 

22,730 

51571 

Dec 

05860 

05829 

-00033 

05880 

05822 

258 

716 

■ swt 

•> FHAHC FUTURES QMM) SFr 125500 par SA- 



Jun 

0.8950 

05828 

-0.0001 

06953 

06901 

4,309 

20512 

Sep 

07006 

07005 

-00002 

07033 

0.6079 

13,198 

28,177 

Dec 

0.7082 

0.7082 

-05004 

0.7100 

07065 

171 

757 

■ jHMummm 

MUMS QMM) Yan 125m par Yan 100 



Open 

Srii price 

Change 

H101 

Low 

EsLVOl 

Open kit 

Jun 

08756 

08706 

-05054 

057G7 

05701 

7,758 

40588 

Sop 

08865 

05820 

-05055 

05891 

03815 

35597 

48549 

Doe 

05978 

05936 

-05056 

05979 

089+0 

172 

994 

■ stnumranMi (imm) esmoo par z 




Jun 

15306 

15384 

+0.0050 

15410 

15306 

4532 

26500 

Sep 

15280 

1.6328 

+05048 

15372 

15250 

1£495 

30571 

Dec 

15280 

15292 

+0.0048 

1.6330 

15270 

4 

125 


Marbenk Starthg 6*|-5^6a-BA6la-6%6%-6^8%-6% 7% -7 
Storing CO* - - 6g - <& 6% - BA ■* - OB 0il - <*3 

Treasury SBa - - BA - 6% 61i - *H - 

Bank BCs - - 613 - 6ii 6^ - 6U 8fi- 6*J 

Locd authority dope. 6% - 6% 6% - 6% 6ii - 6g 0& - 0fi 6tf - 6% 7& - «U 

Discount Market dopa 6,1 - 6% 6% - 6% 

UK clearing berk beae lendng rate 6% par cent from Jun 6, 1997 

Up to T 1-3 34 6-9 9-12 

month month months inutiflia nvMUha 

Ceres re Tax dep. £100,000) Sfe 5^ S 5 43* 

Carta of Tex dap. under Bt 00900 la Shoo. Dsporia wfthamn tar earn 1 1 *pe. 

Ams. tanoar rasa of restraint car Jrai 13. £3110pc- ECQO tbcad rata 8dp. Export Fhsnca. Mata 
up (toy May 30, 1997. Agraad rata far period An 88. 1997 to JU23, 1997. Sctioros ■ 7.7Bpc. 
Rdtam rate far period May 1 . 1007 to Miy SO. 1BB7, Scriamaa W & V B930pa Ffaanea 
Home Boa Rato 7pc frara Jus 1. 1997 

BANK OF ENGLAND TREASURY BILL TENDER 

Jib 13 Jun 6 Jut 13 Jan 6 


■ FMLADEXPHIA SE 

£/S OPTIONS £31550 (cents per pouid) 



£200m 

£200 b 









Price 

Jtn 

Jui 

Aug 

Jun 

Jui 

Aug 

Totri dxatad 

LlMlMI 

EZOOn 

£20011 

1520 

159 

£23' 

£81 


068 

1/44 

ten. accepted W 

£90420 

£96.420 

1530 

050 

150 

£29 

_ 

155 

157 

Mtotraont at rata, tent 

9% 

32% 

1540 

051 

1.10 

150 

052 

156 

259 





Tap 

Am. rate of dbcount 
borage yMH 
Offer at next Under 
Mh. accept, bid 92 days 


62373% 62374% 
62110% 62332% 
84119% 64359% 
£200m E20Dm 


Pimioui cays voL. Ode 1.104 Puts 420 . Pro*, de/a open tnt, CM 35^99 An 38710 


■ MUPUUK IMKAMC/S OPTIONS DM62900 (5 par DM) 


■ Paandta Nsaa* York 


Strta 

Price 

JlST 

- CM1X - 

Juf 

Aug 

Jun 

— POTS “ 

Jul 

Aug 

0570 

054 

058 

152 

_ 

051 

052 

057S 

012 

067 

152 

005 

0.49 

073 

0580 
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BANK RETURN 

BANKING DEPARTMENT 


Wednesday 
June 11. 1997 
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F+dudary Issue by Krecfiefbaik SA bjxenrbouigeotsa 
to fund a loan to be made by it to 

ISVEIMER 

tetituto per lo Sviluppo Economico 
deHltafa Meridtonato 

Italian Lira 150^)00^00,000 
- Floating Rate Notes due 1997' 

In accordance with the Tame and Conditions of the Notes, no- 
tices hereby given that for ttolrnarest Period from June IB. 1897 
to September 16. 1937 the Notes wffl cany an Interest Rata of 
7.41 797 % per annum. 

The Interest Amount payable on the relevant Interest Payment 
Date. September 16, 1997 wiB be m 94,785 per (TL 5,000.000 
prindpal emount of Now and rTL 1 .895,703 per fTL 1 00,000,000 
principal amount of Noto. Tta^Bmk 

KrecSetbank SA Luxembourgeoiae 



European Investment 
Bank 

I7L 1,000,000,000,000 
Roattog rate notes due 
March 1998 

The note& tall bear Interest 
at 6.6/406% per annum 
from 16 Jane 1997(0 IS 
September 1997. Interest 
payable on IS September 
1997 wIB amount m IIL83&5 
per mS.QQ0.0O0 note and 
nLB 3 SJ 9 U per TIL 50.000.000 
note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 



European Investment 
Bank 

ra 1,006,000,000,000 

Fk»ttag rate notes due 
December 1996 

The nates w31 bear interest 
or 661406% per annum 
from 16 Jane 1997 to IS 
September 1997. Interest 
payable on IS Se p tem b e r 
1997 aria amount to ITLS3J9S 
per 1115,000,000 note and 
ITL83S.944 per 17150,000.000 
note. 


Company 

JPMorgan 
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Following the DIVIDEND DECLARATION by Ford Motor 
Company (U.S.) on 10 Aprfl. 1997 NOTICE te now given that 
the following DISTRIBUTION win become payable on or 
after 16 June, 1997. 


Gross Distribution per unit 
Less 15% USA Withholding Tax 


2.100 Cents 
0.315 Cents 


Converted at Si .6455 


1.785 Cents 
£0.01084777 

Claims should be lodged with the DEPOSITARY; National 
Westminster Bank PLG, NatWest Investments- Counter 
do NatWest Markets, 1st Floor. 135 Btehopegate, London 
EC2M 3UR on special forms obtainable from that office. 

United Kingdom Banks and Members of the Stock Exchange 
should mark payment of the dividend in the appropriate 
square on the reverse of the certificate. 

AU other claimants must complete the special form and 
present this at the above address together with the 
csrtfcatafs) for marking by the National Westminster Bank PLC. 
Postal applications cannot be accepted. 

Dated 16 June, 1987 
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BASE LENDING RATES 


Adorn S Company 650 
Ailed Irish Bank JOB) 850 
•Henry Arabecher 650 
Barkof Baroda 650 
BwasBOraiVtEtera 650 
BarkofOypna 650 
Bartzafkriand 650 
Brakoltadri 650 

BankofScotend 650 
BarclayaBank 650 
Brit Bk o!Mki East 650 
•BnwmSNptay tCoLM 625 
GteankNA 650 

Clydaidrie Bank 650 
The Co-operadveB«ik850 
Couth & Co 650 

Cyptue Popular Bank 650 


% 

Duncan Lawns 650 
Exitor Bank limflad 7.50 
Financial & Gan Bank 7.50 
•Robari Ftomtng & Co650 
•Gukraaa Mahon 650 
Habto Bank AG Ztatch 650 
•Hantbraa Bank 650 
HadtoNe6GanlnvBk6S0 
C. Home 4 Co 650 
Hongkong 6 Shangnu 650 
lmeatocSank(UK)Ud6S0 

Julian Hocba Bart 650 
•Laopoid JbHrii 5 Gore 650 
UoydiBart 650 

MdandBank 650 
NtoWa aW Wtor 650 
•RoaBredwa 650 
Royal BkoT Scotland 6SS 


■SmgwSFiiaraandrilSO 
•Snwn * Wfenen Saes650 
ScotBsnwktoM Bart 850 
TSB 650 

UrrtodflartofKuwao.625 
UnnyXnwi Bart Pic 650 
WMUrnTniat 650 
WrtMOVty Latdaw 650 
YcrtraNreBart 650 

• Mamtara of London 
toveettiara Banking 
Aaaoctoon 
* toadn^Miraifon 


r— HILL SAMUEL OVERSEAS FUND 

flnSquktafion) \ 

srcAv ; 

- 11. nwAldringon, L-1 118 Luxembourg 1 

R.C. Luxembourg B 8.422 \ 

MIR OFEXlBAMMRAIir BHBttL MBTK 

The shvehoidots are hereby Invited to attend the 
General Meeting wfl be haW at the regMarad office ol the 
27 June 1B97atrtjQQajn. with the tontwring agenda: 

ABBBA 

1. Receipt of Hie report of the Bqufdaior. 

2. Appo in tment of fhe awfltpr to the BquMatten. 

3. Payment of an Interim Dqiridatlon dividend. 

6 De ter mlnaUon of the date at which a new shorehoMera 1 meetibg nhte 

be called to hoar the report of the auditor to the Bquktatton. resolve 
m to the result of the Bq u M atton end to take the resolution 

lo the dkssoiutior cd the Slcav. 

The aharehoklers are advised that no quorum is required for 
of the agenda and that the dodsfons wtn be taken at the simple 
of the mares present or represented at the Meeting. Each 
srdMedto one vote. A shareholder may act at any Meeting by 

For those shareholders who wish to maintain their exposure Ini 
Amsdcan equMes. Bank von Emrt A Co. Ltd. Is offering a foe switch fr 
North American Equity suMund of the Van Ernst Global Portfolio 
Shareholders who wish to accept thb odor are Imbed to contact Mr G 
Hummer at Bra* Van Emst, Bern, Switzerland (Tel: 0041313291438). | 

• - By order of the I 






The Kingdom of Belgium 

USC400.000.000 
Floating rate notes due 
December 1999 
In accordance adth the 
provisions of foe noea, notice 
is hereby glow that the rate 
of interest has been Rxed 
at 5.8125% for foe Interest 
determination period 16 Jane 
1997 to 15 December 1997. 
Interest payable on 15 
December 1997 wilt amount 
to USS2.938S4 per UStlOOOOO 
note. 

Morgan Guaranty 

Trust Company 

JPMorgan 


TOYO I 
CONSTRUCnONLTn 

U.S. $100,000,000 ! 
Guaranteed Floating Rate 
Notes Doe 1998 
(Coupon No. 8) 

ta accordance with tbecoodkioDa 
of the Notes, notice h hereby 
iiwsi that for the SR+noatb period 
from 18th June 1997 to Eth 
December 1997 flffi days) the 
NoteawiE cany an imeres rare of 
*2I2» pa. Relevant interest 

payment* wfll be xsfo&n+a; 

NotraerUS. SUXMMMM 
US. S3L4074M per crave.. (Noute 
THE SANTOL BANK. LIMITED 
AgentBsok 


cmcoRPO 

DM300,000,000 

gnd ww ba DMB&3T m raraact of DM1QJ0Q nominal of lira Noim- 


June 16, J 997, London jr 

jy:Qfl>aNt.KA. jOxpwratAvnqr&Ymgl. Agmtge^ cmBAwm 


THE ROYAL BANK OF CANAna 
UA«0JWWlWPlo«inonm«r^ 

rEHfS 99 -- 

^ Per annum. The lnSr«It 

a rawaWs tin 17th SeptanUbwiSJ 
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“Hurriyet is the first and only Turkish national newspaper to receive 

the ISO 9001 certificate...” 




Apart from our devoted readers in five continents and our sales exceeding any other Turkish newspaper, 
. — 4here is now a third indicator of our dedication to quality: The ISO 9001 certificate. 

And all we had to do for it was what we have been doing for the past 49 years. 

If you have any intention of investing in Turkey, make sure you invest on quality. 

Make sure you choose the opinion leading and best selling Turkish newspaper: Hurriyet. 



visit our web site at www.hurriyetcom.tr 
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85%54%nVfti 078 12 31 2830*5% 83% 63% Jj 

42%32bW»BfeXX 022 08 13 280 37% 37% 37% ♦% 

27 19b Wstxafetx 032 12 IB 181 26% 28% 26% 4% 


-X-Y-Z- 

73b 51% Xa* I 128 12®1S2S4 U73b 71% 73 4-1% 

47% 40%X8*Cap On 17 181883 u49 47% 47% +% 

23%20%tetaEw*190 55 M 186 28% 23% 23% 

SB 37% 1MH 048 09 It 1791 50% 48% 30% 

5 42fe*x 741 4% 4% 4% 

13% 9%2fle 2948 12% 12 12% 

27% ?4%Z«ftBH in 39 14 MB 25% 2S% 25% 

023 09 170 (7% 7% 7% 

012 05 18 ®B 23% 23 Z3% 

1.16 99 -183 112 11% 11% 


3% 2% tarts SI 
32b 27% taftft 
18% l5%Wferaai 
320% MSWtta 
2P 2 IB%IMri 
X 27 tat CD 
18% l6%tatcfeEx 
75% 57% WWte 
38A26bl«VW 
2r%M%tata? 
32% 25% Wftlfhsx 
22b ItfefeW 
30% 2S% NasfeKx 
32% StaKOX 
55 42%tater 
17% 11% Wife 
53%4S>4Mtfei( 
22 % I^JWteM 
34% Z1% Wftmsx 
12 % BbWMtatf 
a% Atata 
77% 58%) 

47% 36%' 

6% Sb 
15% 12 
41% 29% 

7% Sb 
27% 23 
Z2%1S%«Mfl 


7% 7% Tate fee 

23% 17% Zoo 

12 10%&Wf9t 


8% BtaBTUx 094 89 .212 . 8% 8% 8% 


) aw oopta Artec mat ft i 


tafe tax rad fete 8r MBE tea ta pat* tea J* T MV. 


*mm jrarnr ha. K ricMategi ate 
Wfti. x a ite tad at n ife ta i*Htel . 


* FT Free Annual Reports Se rvice 
Toil m ottri) ids emM Mi l iftxxfe and I 
OMfelr tata of vy ntepHta on S» 83 nctaioes oflh 
? aprtxL To onfer reports rtajj g itetatta Accan) 
1-804-320-8097 or gta UK item M Oa a a u ptei iK wten 
raporfe you wft «od fex yanr riqpext to ft teiiri tari Acc#W 
1-804-3208135. ifeearB v0 b# ant tte aed teridog dqr. 
utfect ID w n fln tM y . Tuu Cte Mb order arifei it ittpU 
teteUftd c xt tefca Hftrift 


AMEX PRICES 


4pmttoeJu»13 


n Sfe 

Dir. E 100* rtflti lowClora (tag 

V 52 13% 13% 13% ■% 

8 92 7b 7 7, 1 , +& 

3 « % 12 % -.V 

ft 90 7% 7% 7% 

fe 04 6Z100 45 45 45 

1511 10A 9% 10»*« 

? 255 14 J 2 13% 14% 

to* 358 u6% 5ji 5% 

IX 200 6 12 22 21% 

5% 5% 

7% 7A 

1% « 


12 41 
1276 
403 
2 


+1* 

-% 


22 
S% 

7& 

1% +ie 

2 


W 13 52 Jit 3b 3b *A 
ft x 050 17 13 24% 24% «% *% 

? 11 3 2% 3 

(x 08812 711 19% 19i ? i -A 
108 «4% 4% 4% -% 
BP 040 20 1144% 44% 44% *% 

A 12 194 26A 26% 26% 

MO 14 58 2[* 2J1 ?& -A 
038 8 278 33% 33% ®% ^2 
A 194 30 156 25IJ 2S% 2«i *A 

< 0 15*119 36% 39 38ft -H 

4 001 100 4b 4% 4b -ft 

■?( M 11 23% 2Bii 28{i -A 

n B% 9% 9% - 1 # 


W Sb 

Stock ffle E 100c Hgfe ImCtote Cte8 
CBapiioac 10 1ft 1ft 1ft +ft 

CocdfM 15 23 6% 6% 8% -% 
CrasAJA 094 32 288 11% 11% lift -ft 
CronCA 13 48*5% 15% 15ft +ft 
Crawl CB 13 a 14% 14% 14% 

Cuter 038 18 31 24% 24% 24% 

Cfbex 30B lift 11% lift 


am 


S888 ri% 3% 4 +ft 


East! CD i 046 22 10*4% 14 14% +b 
Edo Bet 2315 6b 8ft 8% 

EcoIErA 0S1S a 8% 8% 8% 4% 
wtnm a 701*1% 10% IT 
BjlnW TJD 177*5b8S%B«4-lH 

umx 070 20 a 31 31 91 

Ftaa Ax 120 13 18 65 85 85 

ftrcsm 616 45 44% 45 . . 

Frequencj an 14 IS 14,1 13% 13% -% 


BftSi 

GBfeteK 

BsflFCA 


(MdMd 


mnOrx 


on 11 101 20% ® 20% +% 

514 40 39b 38ft -A 
078 27 400 34 33ft 33H f% 

WO 12 360 18% 17U 18ft +b 

80 ft ft ft 
23Q % ii b 


HMMlCb 

HafeD 


W Sh 

me E IQOai MOD ItoltaCfei 
032 188433 29% 28% 28b ■% 

57 s h a 

010 24 37 22% 22ft 22% +ft 
75 91 17% 17% 17% -% 
ID 203 8% 6% 8% J( 


kfetatipx 016 14 113 13% 12% 12% -% 
kO. Com 790 6% Efb Oft -ft 

48 584 14ft 13% 14 eh 
3838 11% lift 11% ■♦% 


JteM 

JTSCorp 

ttadtCp 

Kog«d 

Labtege 

tIDEOCp 


77 343 2% 2ft 2ft 
3521 1ft dlb 1ft 
a * 3% 3% 

0® S 888 18% 17% 


3% 

18 


-ft 

-ft 


006 27 184 
38 8 


6ft 8% 

87 85% 


6 % -% 

87 +2b 


I Ax 


Msg A 

MS) Bp 
MWDw 


25 40 48% 48% 48ft -ft 
052 13 8® 33% 33 33ft -% 
2682 12% 11% 12 -fft 
88 Ml 9% 8% 4% 
16 130*7% ® 27% +1% 

70 1 1 1 

52086 8ft 8 6b 


Stock DU. E 10(fe Hgfe LswBonGtea 
NTTnAx C64 23 251 9 o« 9% 49 49 
MIR 8 173 15% 15 15b -b 

{feri»G 70 1485 7% 6jt 7 -% 

PfeH 3 181 7% 7% 7% -% 

PMC ‘ 191 12 41 14A 14b HA +ft 

RtefeM 81 a G3 23 

SJWCDrp 228 12 3 S2% 52% 82% -% 


TtePnxkx 020 M 
TcUOfeix 042 85 
Ttamdcs 15 


TotnH 

Towfiny 

ItoBMK 

IfefHdsA 


U5C0U 


VKTx 


Xputot 


71 10A 10b 10% 4% 
* 39% 39% 38% +ft 
369 17 1«fl 18% -ft 
M 302 84% 34b S4ft -ft 
030147 489 10ft 10b 10ft -ft 
0 43 b b b 
44® 18b 17}l 18ft fft 

a 17 *b 2b 2b 4% 
a 54 ueb 2b 2b 
18 257*9% ® 29% . 

183 21® Eft 34ft S4H 4ft 
1941K2 36% 34% 34j| +ft 

i.u a a isft oft iaft +4 

. 90 T% 1% 1% 


ACC cap 
AatokaE 
Acton Qi 
Wash 
AOCTel 


-A- 

83*531 28% 26% 28% +1% 
2230 4U 4% *H *ft 
382291 18ft W% 18% % 
3641 CO 36 34% SH +1% 
4813® Si 32 32ft •% 
AdgEBM»tt37 41 O 46% 46% 46% 
fctteS 020 1B1SEM 42 40% 41% 

Ate Lag® 11 389 T2b 11% C 
taWjra 19S 8 7,74 7% 

Adrlcttjb 509 41 40% «1 
X 044 123827 32% 31% S 
053 118588 30ft 29% 90% 

024 20 332 37% 37 97% 

153 tf 568 68% 68 68% 
on 152MB Z7% ab 2Cb -1ft 
064 15 2D 19% 19% 19% +ft 
058 14 a 39b ab 39b 
1500 10% B% 10% +% 
in 19 72 21% 20% 21% 

17* 13 9 16b 15% 15% -ft 
7*333 
32 216 2{J 2{J 2il «ft 
30225 47ft 48% +lft 
ftnBfcfet? 1080 13 1622*2% 60% 62b +1% 
Anew* 8 3a 11 10% 10% -b 
AfllfeBto 73 2142 26% 25% 25% -% 
AaSoOte £53334 8% 8b 8% tb 


H te 

A hlteteteW 

OotorGn 020 334583*6% 35% 35% 
OadltBl 072 16 S 13% 12% 12% 
Dnx£nar a so 5i% si% st% *1% 
OnuBfelt 1418E9 16% 16% 36% 
DmGD Q»OD 94 39b 38 a -lb 
tegEno 53 142 4J1 4% 4JJ +A 
Dtoktol 056151317 *9 27% 28% *\ 
DjtacA? a a 40% 40% 40% +b 


X 

*8te 
Mod ADR 
AMU 
Attn 
aim Op 


wen 


Aaftteyi 

Aam 


563314 15% 15% +A 


■b 

i I 161118 D6H 6% 6% «% 

119 14% 14% 14iJ +ft 

^ I EG Tel X Q® 185857*6% 2Sb 25% +*2 
^ [ Egpad 395 4% 4% 4% +% 

FhnSd 181395 S7l 2 36% 3B% -b 

-% | BeOfeSx 157 131752 875 75% 76ft +7ft 

BMMi 26QCZ1 35b 34% 35 

EffltelAto 154 3% 3% 3% 

W W l9b 18% 18% 

391 2% 2% 2% 

589 3 2% 2% 

2 102 lb 1u »i 

Q® 40KSW a 38% 3Sft 
211 5% 5% 5% 

» 267 29% a 28% 

« 492 13 1211 C% 

454 4% 4% 4% 

175 11% 11% 11b 
BtaBK on a i4ti a% ab a% 


Enzn? 

88W8 

W 

End 

EnaSto 

Etefefe 


-ft 


AcMax 
AotaCv? 
Anon fee 
Antoditti 
tat 


♦1 

♦A 

% 

■*% 


068 163323 36% M% 

z»« b A a 

2® 9 107 *8b 65b 88b 
2010® 21% 20% 21b 
2442780 64% 82% 62% 

4* 5 4% 4% 

020 21 232 33% 33 33b 
038 34 232 X 36% 3071 +® 
30)10 a 9% 9b 9b 
Cp 2118015 25% 24ft 2411 -B 
Apogee En 018191887 18% 18 18% -rb 
2587700 64% GO 64% +4% 
ARM 11791 18% 15% 15{2 -b 

Appfeten 007 K 2349 26% 25b 2S& -b 
AttnrDrx 024 ® 536 19% 19% 19ft -ft 


X +£ EzcotjUW 18 342 *0 9% 9% 


MSP 
For Cfe 


AfcCtf 


AntMta 

ArfenB 


AqactT* 

ASTftedi 


Ab*m 


034 13 174 10% 10% 10% +% 
194 279 a 28% » *% 

3288 *% 8 8% *b 

044 171255 17% 17 17ft *A 
2<7 2% 2% 2ft -ft 
4062375 43% 41% 4lft -1ft 
2STfl0l3 21 20% 21 t% 
2® 5ft 5b 5b -ft 

2n 16 9S 7b BH 7b -ft 
13T7B5B 26% ®% 26% +% 
6567 111 Ifi IS -% 
024 35® »b 36ft 36ft -ft 

611 13 tfl 1% +A 
S 760 20% ® 20% +% 


FVMfed 
■ A 

Kt 
Hot An 
FOSK 
FtfTcnx 

fell 

tan 

HteU 

MW6D 

FmLA 

Faa&B 


BEI Bx 
rJ 
Sited. B 
BteTF 


11 

m 

18 


Bft +i 
a +% 

■*% 
+b 
-% 

-% 
-% 


- B - 

an 9i a 1110% 

ooe 1® a% 7% 

04011 42 019 18b 

728 6% 8 

H 710 3 25% 

tetaxQp 064 12 593 25% 25% 25% 
axntamft 118 12 248 44 43% 44 

Bm Geo 04817 BIT 28% 2B% 28% 
BtofeM 15 ® -40 40 40 
F 080 21 438 28% 27% 27% 

BIT tar OS 3 1285 28% 25% 25% 
CAn 27 2766 27% 26% 27+1% 
BnufCos 042 T1 548 11 10 11 +1 
taUBiy 67 23 14 13% 13% -b 

— IH* B xOn 12 1332 56% 85b 55% -% 
BHASrp 011 17 44 19% 19 T9 
a fed a 275 8% 8% 8% 4% 
Bfeta 4224083 X 33% 35+1% 
040 33122 18% 18% 18JS -A 
EkckDrgx 124114 IS 47% 4512 45% -% 
BMC Sate 3S1004B 54% 52b 53894-140 
BOO Ewe OS 18 836 16 15% 1® -ft 
Bade A B 33 613 23% 22% 23% +% 

1263 7% 8S 7 -ft 

Sorts Tt 58 ®*B% 29% 29% 

BradyWA OS ® 482 2B% 28% 2B% -% 

BRCHkW 84 38% 35 X +% 

BSBBncp inn 70*6% X 38% +1% 

1242 B% 8% 8% +% 
BuftfedT 53 2% 2% 2fl -ft 

BurrBrm 31425 2B3 2 28% 3 +£ 
Mom on 11 ® 38% 38% 36% -% 


-C- 

CTk EB 290 31% 30% »b 

QetouCDtoOn 18 309 15% 16% 15% 

Cp 1506 B 7% 7% 

to m tb m 

CfeMkn 480 14% 13% 13% ♦% 

15 70 6% 5% 5% -% 
Onto 3 458 4» 4% 4ft +ft 
Oral fee O* 34 90t30%129%129% -1% 
CrtnCto 097 3 579 42% 42% fi% -% 

a«n 30ft 28% 33 -% 

CwerS OM 21 715 21% 21% 21% -% 

975 7% 7% 7% 

CSiCp IB 70 9 Bb Bb 

202770 30% 34% 38ft +lft 
CftBkx 096 18 S87U3Z% 82% 32% -% 

QCtSpr 16 2 3 27% 27% 

4% 4% 4% -% 

Odpferl UU 171682 49% 48% 48% 
OlKSi ID© 5ft 5ft 3ft 

OtefOtl 1327 1ft *ft 1% -ft 
17 * 18 18 TB 
61082 10% 101005 
822178 20% 19% 20% +% 
1* 18 478 80% 79% 79% -1 
03 X 863165% 84% M% -% 
02( 16 531 27% 3 2B% -% 
141 625 18*2% T2% -% 

B389 10U 10% 10% -ft 
asntffi 87 83% GBft +® 
29S 1% 1% 1% ♦% 


-F- 

83 a 5% 5% 5% 

13 S 16 16 16 -b 

OCB 58 5345 bS3 51% 52% +72 

1.18 242317 E% 80b 82% +1% 

41341*3% 13 13% +% 

1810 14 13% 13% 

0® 1BS8E 39% 38b 39% 
an 164X0*8% 27ft 27% 
in 17 1579 48% 48 48ft 
1.16 21 4X1*7% 46% 47% 
29Wttoab 41% 42% +1% 
IX 571 9b 9% 9b 

IB X 7% 8b 6b 

0131559(2 6% 6% BQ 
013 IS 3079 Gjl 6b 6{i 
35S40D M]2 13% 14% 

12 5(7 « 4ft S 

OS 201859 28b 28% 28% 

FJ Hate x 124 13 S6 35% 36% 36% 

MerlB 074 17 5»*0% 58b 60 

082 18 37*7% 26% 27% +% 


-G - 

BBMP « Bft 6b 6ft 

BMC Sov* 007® 562 35b 33% X +% 

8 106 277 2fl 2.77 

till 114 % a a 

OUteZOOO 21 M 74% 74% 74% 

Gas Co 9 in 16 15% 15% 

Gfe(BtadX 044 18 55 30% 30ft 30% 


taferA 

F«mx 


-% 

■A 

♦ft 

♦% 

+b 

♦% 


Gam 


11 213 12% 12 12% 
2T» *ft 4% 5 

315(2 21% 20%20H 
4X 5% 5b 5% 
10(40 25% M 24% 
72778 Si 83% ® 
16 579 22% ®% 22% 


Bam fee 
Bmyne? 

GntekQn 
Steal Gt 

LX 012 22064 20% 20ft 208 +JE 
BOiBtan SO 258 5ft 4H 5 -ft 
7468o1 2ft 11% 12ft -fft 
Goad Sq> 36 6% 5% 5J1 

an 12 <11 s>2 5 : 

Grate) OX 13 ® 20b 20% 20% 
ErcesAPx 018 18 1S*0% 9% 10 

©AAA 
GTlCtop 48 6b 5% 5% 

GriffS® 020 23 152*0% 20% 20% 
192043 24 23b 23% 


-H- 

HnSngLM 85 M 6% 5% 6% 
tatetex OM 13 249 37% S% 37% +% 
*0 5 CD On 5111184 G9ft 88% 68% +% 
» 5890 51% 50% 50% •% 
13 13 11% 11% 11% +ft 
MfetolTctl 32978*5% 15ft 15% +b 
63© 1% 1% 111 

Httnfx 10 9 9% 9% 9% 

HtaTrar 22 554nZ7% 28% Z7% 

060 181057 20% 19% ® 

a 1149 26% Sb 3B% 

Hated* 056 21 23u50% 49% 50% 
tfeatJB 020 X 548 16% 15% 16% 
nAnbx an is iiso 29% a a 
Hits Ob 


HtfcMDdi 


HloObf 


+ft 
-% 
-% 
-% 
+1 
-% 

-% 

8 8 5% 5% 5% -b 

CCS 25b 23ft 24% +lft 
384 6 5U 5% Jf 

<37 2 ft 2 2 ft +ft 


FI Syi 

(State 


Upttft 
enra cp 
MAx 
CHaxtfe 
CM 
Cktxa 
ante? 

Ctexm 
Hr 

CaxCDfeB 110® 


ten* 

term 


fetoixtfer 


Cognslfe 

Cograi 


-ft 


SI <7b 48% Cb 
XO 1% 1% 1% 

43 28® 25% 34% 25% 
873731138% 82% 32% 

19 30 42 40% 40H 
0® a 71 17% 18% 17% +H 
■X 15i 10 123 21b 20b ®a +ft 
034 18 804 25% 25% 25% -ft 
X an 5385 Z 21% 21% 4% 

acmspxan 22353 22ft 21b 21H +A 

OxtuMlMS 14Z77D 48% 43% 48% 4% 


togofi 

bteTfe 

fetetaA 


out 


cmnnC 

caroms 


Corratere 


Have your FT hand delivered in 

Malta 


STwTbv having the Financial Times delivered to your home or 
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a 

-% 

4% 

-% 


anciaf Times. World Business Newspaper- 


17TB 34% 34% 84% 

ifl 2 % 2 % ft 

ion iub io% io% 

580 13% 12% T3 

157 4 3% SI 

DfetiS* 7 2U 15% 14% 18 
CBQOAX on 162488 27% 28% 27 
Cowfefe 2823 5% 5% &a 
CtMM 050 ID 291 30b 29 23% 
Cotes 3Q2tflBla05ft 34% 34% +& 

etartnep Ban 15% is% 15A +ft 

QvtaBl 002 33799 3% 28% 28% -b 
CtateTfed) 1B17SD 19% 14% 15% *h 
Crawte 2B4 B% Bb 8% 

CM « 657 17 1818% +% 

695 Bft 5% Bft -ft 

Cite 9515 21% 20% 21 ♦% 

CfiV» M32 5% «ft 5% -ft 


-D- 

DSCCR 12® 24% 23b 23ft ■% 

Dan SOB* 013 7103% 97% 97% -5 

111 3ft 8% 8% * 
73 253 20% 20% 20ft -ft 
I tefeW O in 19 1422 d 48% 45% 45% 
DMSHP8 020 4 4% 4% 4% -ft 

MaeBBxOX51 33 7B% 73% 75% 42% 
DeteteM 044 S 108 26% Z7% 29% +% 

DaKfe* 40GQ9B mU%111% -1ft 

OWr 037 181 7813 49% 48 48% -4 
Dtate IK 5 rib 4% -% 

DHTDdl S3 37 18% 15% 15% -% 

OttOS 1415 10% 10 10% -% 

Dig MOD 40103 a 27% 26 4% 

assort as ift ift ia -ft 

OgSyS 15 M 14% 14% 14% 

EknteCp 3 248 fib 51% 51% +% 

etterm 4a n% 9% 9% 


15 134 16% 16% 16% 

55 1% 1% 1% 

44 204 ID 8% 9% -% 

2142 1% 1% 1% -ft 

1581 14% 14% 14% 
1416280 9ft 8% Bit 
MB 12 594 15% 14% lift +ft 
2831 10% 9% 10 4ft 
381882 11% 11% lift +% 

a A ft ft 
a®2onoa i47i42%M4% +ift 

Z714 S% 3 3b *ft 
a 4192*9% 18% 19% 4-1% 
a® IS 1883 22% 22 22% -% 
7» 7ft 7ft 7» 4* 
(48 1ft 1ft 1% -% 
852 9% 0% 9ft *ft 
11 5385 10% 8% 9% -ft 
nM)(M 15 71024% ® 24b 

an 17 2074 23% »% 23% +% 
1J0S 3 Z100237%237%237% -3 


- J - 

JUtek 24 t® H% 14% 14% 4% 
•tan fed 15 X 6% 6% 8% 4% 
tax* 41 13b !Z% 12% •% 

JtmU 448 13% 13 13 -ft 

Jam Mid iA10 54 5440 43% 41% 42% -lb 
JSBFfe U0 17 1700(9% 43% 45% 
J*0l*x W214 TB 16% 16b 16% 
ate M 298*2% 12b 12% 


» Jtel 

2 ^fe 


♦% 

*% 


-K- 

Ktan 03340 8*4% 13% 13% 

ItanQi 044 Z 206 14ft 14 14% -% 
**fSex 034 14 385 29% 28% 29 -% 
1.16 151X7 42% 40% 41% +% 
HA-Tn 2422008 48% *3% 46b +2% 

WA 1655 % Hft % 

torarf 1822279 2E%C(% 25% -ft 
KufcteS 403 27% 29% 26% 


-L - 

Item 072 M 3 17% 17b 17% 
Utolfini 19 118 13% 13% 13% 4% 
LuM 131 1T1 76 XX%S2ft«1ft 

LtaSferx Q72 18 87 d( 8% 48b ©% 
(ten# 096 21 126 t9% 18% 10ft 

tr^an. 358 6% 8 6% 

UttrM 12 568015% 14% 14% -% 
Inmqia 27 310 Bft 5{| B 
mu t 37270 56% 54% 55ft +ft 

msfr 05 M 421026% 25% 20% 4% 
Udfen 5 140 4% 4ft 4b 

LJfe Ted) 01623 33 829 » 3 ♦% 

Ifeta a 19 19% TS% 19% 
UxkqMI OM IS 410 32% 30% 31% 
Ltendic 03 309348 51ft 48% 50% + 1% 
UouBte 05 M 43 34% 33% 34b 
Itenstt M1134 23% 22% 23ft +% 

LWStsr 17 20 24% 24% 24% 
LTXCp 1820 5{] 5% 5% -ft 

IMMx OX 272605 52% 5 5%+% 


MCI Cm x 005 209865 40% 39% 5ft -ft 
IBCfefe 182294 ®% ®b 20% +% 

MK Mix 029 81233*5% 15% 15b 
Uteri 71380 8% «ft 6% *ft 

MriBK 383415 26b 25 X +% 
MacKn Cfe 23 12% 11% lift .ft 

Mm Dr 31203) 19% 18% 19% -rift 
Uteri Cp 19 S0123%I23%1®% -% 

ktantteriAOi* X 13ft 13% i3il 
Britt om warn b( 2% «ft «% +u 
Mem Hr 380 «% (4% 

MHnte 2*0358 54% Sib 53% *2% 
IfcSrsti R 0X18 180 19 18% 19 
tkCtnOMOn 43343 o27 26% 26% ♦% 
Una 20 31 12^4 12% »% -% 
IknvCp 0.10* «8S 328% 3*1% 
MensG 3903 8% 8,% 41 +A 
ItesalB 13 171761u43% 42 43% +% 
grata 03 11 173 10 9li 9ft +% 
Memo 2771 2A IS 13 +ft 

Man AT 63864 5ft 4ft 5ft +A 

Mtotatl on lB USB 19% 17% 17% -ift 


Menage 
Mtaegm 
uoptex 
Moft 
Ifed ASM 
MdaCWD 
(Hx 
a 
NtosSSr 


154208 17% 16% 16% -ft 
40 4l*6b 16ft 16b +% 
375 7 6b 6% -% 

57X584*30, Vl»ft129% +2% 
XI 14% Mb 14% 

05 117 12% 12% 12% +% 
(US 262X1 40ft 38% 40b +b 
187 49% 48% iflft +1ft 
124 12 31 fi 58 60% +1 

area 201 11% 10 11 +1 

MoMeTei 4250 13% 13% 13% ->i 

Co 024 17 a 13% 13% 13% 

M 076 13 2BB 3% 2B% 29b +b 
006 31318 X34% 35% +% 
00831898 38% X 36b 
353 5 4% 4% 

OZ 13 334 25% 25b 20% 

ADS Sri* 040 161200 *9 3 28b 
61 294 23b 22% 3% 


NBtefiKk 072 11 15 20% 20b 20% +b 
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MONDAY 


Moving numbers 



UK companies 
offering free- 
phone or low 
cost, premium 

line and 
multi-line 
number 
services will 
have a broader 
choice of 

service provider from today with the 
introduction of number portability. 
This allows companies to retain their 
number when switching operator. 
making it easier to move to a carrier 
offering lower tariffs or better services. 
More than a quarter of television 
advertisements now carry a freephone 
number. In the US, the freephone 
market exploded after the introduction 
of portability. 


Ell Amsterdam summit 

Leaders of the 15 European Union 
naHnns gather in Amsterdam (to June 
17 ) for a summit aimed at agreeing a 
new EU treaty - the climax of 15 
Tpnnrtia of negotiations in the inter- 
governmental conference. But top of 
the agenda may be the need to find a 
compromise between France and 
Germany over the stability pact to 
enforce fiscal discipline in the single 
currency zone. France wants commit- 
ments to job creation to counter- 
balance the German-devised pact. 

Leaders have four main treaty issues 
to resolve: rules governing flexibility, 
whereby some countries can co-operate 
more closely without being held back 
by others: Franco-German plans for an 
eventual merger of the EU and the 
Western European Union, its defence 
arm: new EU-wide rules on asylum, 
immigration and visa policy, with 
opt-outs for the British and Irish: and 
the reform of institutions and decision- 
making ahead of the proposed enlarge- 
ment into central and eastern Europe. 


Online New York 

PC Expo comes online In New York at 
the Jacob KL Javits Convention Center 
(to June 19). The event, described as 
“the largest desktop computing event 
for corporate professionals'*, will unveil 
an array of products and services 
covering areas such as the internet and 
networking. The conference element of 
PC Expo, which starts today, includes 
50 tutorials and sessions on infor- 
mation technology and management as 
well as addresses by Microsoft’s Steve 
Ballmer and Hitachi's David Hancock. 
The exhibition starts on June 17 (to 19). 


Tennis 

Women’s tournament (to June 21) 
Eastbourne. England. 
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Infighting in Atoan&e an alternations! conference in Roma wlB liy to conHwtB to stability 


Public holidays 

Argen tina. South Africa, Bermuda 


TUESDAY 


Bank sell-off in Brazil 

The privatisation of Brazil’s banks is 
due to get underway with the auction 
of Banerj, the retail bank owned by the 
state of Rio de Janeiro, for a minimum 
price of R$310m (£177m). The auction 
was scheduled for December last year 
but postponed because of legal action 
by the bank's employees. Eight banks, 
including several foreign institutions, 
have p re-qualified to bid for Banerj- 
However, not all are expected to take 
part in the closed envelope auction. 


Tory leadership: round two 

The contest for the leadership of the 
British Conservative party reaches its 
second round with the 164 Tory MPs 
offered a choice between Mr Kenneth 
Clarke, the former chancellor. Mr 
William Hague, the former Welsh 
secretary, and Mr John Redwood, a 
rightwing challeng er. The betting is 
that none will get the S3 votes required 
for outright victory and Mr Redwood 
will come last. He would then drop out, 
leaving Mr Clarke and Mr Hague to 
contest a third round on Thursday. 


Safety at Issue 

A meeting of EU transport ministers in 
Luxembourg (to June 18) is expected to 
be dominated by safety issues. 
Ministers will discuss plans for new 
assessment procedures for nan-EU 
aircraft using EU airports, air traffic 
control, and plans for an EU-wide air 
safety body. Also on the agenda are 


new roles on tachographs for road 

transport, and special charges, called 
Eurovignettes, for heavy loads using 
some environmentally-sensitive routes. 


All that Jazz 

The Glasgow International Festival 
starts to swing. It includes groups led 
by Nat Adderley and Maynard 
Ferguson from the US: guitarists 

Martin Taylor and Babik Reinhardt 
(son of Django) and the French 
clarinettist Loins Sclavis. The festival 
continues to July 6. 


Horse racing 

Royal Ascot (to June 20) Ascot, 
England. Gold Cup on Thursday. 


Public holidays 

Iceland 


WEDNESDAY 18 


Lowry works go on sale 


British 20th 
century art 
comes under 
the hammer in 
London this 
week with sales 
at Sotheby's 
today and 
Christie's 
tomorrow. 
Prices for same artists have been 
improving strongly in recent months, 
particularly for the work of LB. Lowry. 
“Leaving the min’*, painted in 1963. 
carries a top estimate of £150,000 at 
Sotheby's, as does “Jackson's auction 
and saleroom" of 1952, while “Cranes 



and Ships” has a top estimate of £70,000 
at Christie’s. In the 1970s. it was the 
first Lowry painting- to make £1,000. 


De Beers sales results 

De Beers’ Central Selling Organisation, 
which operates the international rough 
(or uncut) diamond cartel, today gives 
details of first-half sales. Since the 
middle of last year, two of the biggest 
producers have left the CSO. Argyle of 
Australia quit because it believed it 
could do better on its own and De 
Beers dropped Russia, claiming it was 
not living up to the spirit of their old 
contract Nevertheless, traders believe 
the CSO has been digging deep into its 
stocks and win announce sales ahead 
of the record $2-78bn for the first half 
of 1996, possibly as much as SZSSbn, 


Japan’s MPs take a break 

Japan's parliam ent ends Its current 
session today. Discussion of 
controversial bills, including 
legislation to permit doctors to conduct 
organ transplants and a proposal to 
allow married women to retain their 
rwairfep names, is likely to be 
suspended until an extraordinary 
session is convened in the autumn. 


Albania conference 

An international conference in Rome 
will discuss political, economic and 
financial issues with the aim of 
contributing to Albania's stabilisation. 


THURSDAY 


Greenhouse gas move 

A significant move towards an 
international market in greenhouse gas 


emissions is being made under the 
auspices of the United Nations 
Conference on Trade and Development 
and the Earth Council, an international 
organisation set up. after the 1992 Earth 
Summit More than 50 senior policy- 
makers and corporate executives wsU 
meet In Chicago (to June 20) to 
inaugurate a policy forum on ^ ^ 


aim is to provide support for the 
launch of such a market, with a target 

date of early 2000. The market is based 

on a US approach under which 
pmtemonfi are capped in line with 
environmental goals, but companies 
bolding emissions below the cap can 
sell spare capacity to other businesses. 


Mercosur meeting 

Heads of state from Mercosur, the 
four-nation South American trade 
grouping, meet in Asuncion, the capital 
of Paraguay, for their twice-yearly 
summit The other members of 
Mercosur are Brazil. Argentina and 
Uruguay while Bolivia and Chile are 

associate members. Peru also wishes to 
become an associate member. 


Jospin speech 

Mr Lionel Jospin. France’s new 
Socialist prime minister, makes a 
keenly awaited speech on general 
policy to the National Assembly. The 
speech - Mr Jospin’s first major policy 
ai fririP-gg since the general e l e c ti on on 
June l which ended four years of 
centre-right rule - is intended to tell 
parliamant how he will translate his 
election promises into policy. 

It is hoped Mr Jospin will provide 
more details, in particular, on how the 
government intends to fulfil a pledge to 
create 700.000 new jobs for young 
people without talking public spending 
and what its attitude wifi be towards 
priva tisations planned by former prime 
rwinteter Alain Jtxppfr’s administration. 


Asylum conference 

The Dutch justice minis try hosts an 
international conference on European 
policy on asylum seekers in The 
Hague, attended by EU member states, 
central and east European countries, 
representatives from Switzerland, 
Norway, the US and Canada. Speakers 
include representatives from the UN 
Hig h Commissioner for Refugees and 
the European Council for Refugees and 
Exiles (to June 20). 


Vietnam revisited 

Former US defence secretary Robert 
McNamara, US academics and 
Vietnamese officials attend a seminar 
in Hanoi to discuss “Missed 
Opportunities in US- Vietnamese 
History” (to June 22). 


Cricket 

En gland , after their comprehensive 
victory in the first test, play Australia 
in the second test at Lord’s in London 
where En gland have not won an Ashes 
test since 1934 (to June 23). 


FT Surveys 
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Algeria, Trinidad, Uruguay 


FRIDAY 


Okinawa remembered 

Memorial services for Okinawan war 

dead are to he held in Okinawa to 
japan’s for south. The annua! event 
marks the end of the Allied invasion of 
Okinawa, which began on April 1 1945 
and was a turning point in the Pacific 
war. More than 250.000 Japanese, many 
Okina wan residents, died in the 82-day 
battle, which also claimed &500 US 
lives and destroyed the island’s 
economy. This year's ceremony conus 
at a sensitive time, soon after Japan's 

parliament approved legislation 
empowering the government to extend 
the occupation of Okinawan land by 
US military facilities. 



Lessons of war 


The 

International 
Committee of 
the Red Cross 
hosts a round 
table in Geneva 
on the war in 
former Yugo- 
slavia and the 

x . jl. — roles of the 

media and humanitarian organisations 
(to June 21). The experience of that war 
may help to guide action in new 
conflicts around the world where there 
are growing difficulties in helping 
conflict victims, the ICRC says. 
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WEEKEND 21 22 


G7 discusses Job creation 

Leaders from the Group oT Seven 
nations meet in Denver, Colorado fids 
weekend. Attending for the first 
will be the leaders of two newly-meted 
governments: Mr Tony Blair, from the 
UK's Labour party, and Mr Lionel 
Jospin, of the French Sociafist- 
Co mmunia t coalition. They join 
Canada’s Liberal government to give 
the summit a solid centre-left grouping. 
With most of the GT leaders struggling 
with unemployment at home, job 
creation Is expected to be a major 
theme of the summit 


Rugby Union 

South Africa play the touring British 
Lions in the first test at Cape Town on 
Saturday. • 


Public holidays 

Sweden 
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ECONOMIC DIARY 


Other economic news 


Statistics to be teleased th is week 


Monday: German M3 money 
supply, to be released during 
the week, is expected to 
return to the corridor of an 
annualised growth rate of 3.5 
per cent to 6J> per cent in 
May, after a rise by 6.7 per 
cent in April. 

Tuesday: US consumer 
price inflation may have 
been capped by lower energy 
prices, but there remain con- 
cerns about the trend. The 
markets are looking for the 
headline inflation rate to 
have remained at 2.5 per 
cent in May. unchanged 
from April. 

Wednesday: The foreign 
exchange markets will be 
looking keenly to the Japa- 
nese trade surplus in May. 
Deutsche Morgan Grenfell 
predicts a 218 per cent year- 
on-year rise to Y729bn 
because oT buoyant exports. 

Thursday: Germany's Ifo 
business index is expected to 
have improved further in 
May. The markets are 
looking for an increase in 
the index from 94.7 to 95.0. 

Friday: The CBI Monthly 
Trends Survey in June is 
expected to show that UK 
domestic demand continues 
to compensate for weak 
export performance, with 
little pressure on prices. 
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May industrial production 

02% • 

■ Uncrt'ged 


fnance 

Apr industrial production ex-energy* 0J%' i ;. . 

; . 0 . 4 %;; • • -. 

US 

May capacity utftsation 

834% 

'' 834%’ ; 


us • 

May Treasury budget • -. -$49bn / 

teoabn,".;; 

US 

May real earnings 


-0.996 

/.'During the week.. 


• 

Japan 

May money supply (M 2 ♦cert deposit}" 2.196 

’• - 3.196 : 


Spain 

' May budget cash balance -Pta513t»-_ 

V Pte407brr . 

Japan 

May broad Hqukflty" 


0996 :• 


Italy 

Jun 11 cities consumer price Index* . 0296 

03 % ; . 

Japan 

May trade bai (custom cleared, notf) 

Y550bn 

Y229bn ' 


ttaiy 

Am' 11 efties consumer price IndaxT ..1.696 . .. 

ti096. 

Mexico 

Apr tidustriaJ activity" 

66% 

’••*•296 ' . 


Germany 

Msy M3 from 04 96. base . : 0496 V 

6.7% 

Portugal 

May consumer prioe indaxr 

1.6% 

1.8% 

A-:- V 

Germany 

. May M3 tram 04 95 bese 75% 

•u% ■ 

Wed China 

May consumer pries index 

ZJB% 



Germany. 

May private tending, -six month annual fL3% • 

. as%- - • 

Jun 18 UK 

May retail sates" 

03% " 

V; 'Ot96. : ; - v 
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ACROSS 

1 A hint of promotion (6) 

4 Kept woman in standard 
affair (8) 

9 A nut go into this? Yes C6) 

10 Pirate captain in awkward 
spot - they're for hanging 
(8) 

12 Begin to attack (3.5) 

13 Approve a head's retire- 
ment before the end of 
August (6) 

15 Primate seen around Sun- 
day in church (4) 

16 Not a starter in the ocean 
race (4,6) 

19 Powerless supporter of 
modern sport (4-61 

20 Slight quarrel with father 
in the street (4) 

23 Ftogerprtoter?(B) 

25 Theatre attendant (4-4) 

27 Give up control ami bang 
around (4A> 

28 Bill for keeping the peace? 
(6) 

29 Can’t have venison without 
a bottle of wine (8) 

30 Point to figure of some 
importance (61 


DOWN 

1 Inability to recall a name is 
maddening (7) 

2 No curates should take her 
out (9) 

3 Close ran bye - got out (6) 

5 Eager to work in silver (4) 

6 Attachment had noise com- 
ing from it (8) 

7 Over one ounce of oxygen 
(5) 

8 A political favour? (7) 

11 Involved in a cult that’s 
crazy (7) 

14 Tempers shown by a girl at 
a jumble sale (7) * 

17 Carpeting material not 
staying put (9) 

18 It is used for shelling 
before the soldiers go in 
(3.5) 

19 At heart he’d a desire to 
get married (71 

21 The agony of men In the 
wrong (7) 

22 My job envy lacks point, 
somehow (2,4) 

24 Parking. I can set alarm (5) 

26 He bas to live with a god- 
(4) 



MONDAY PRIZE CROSSWORD 

No. 9,402 Set by DANTE 


Six bottles of Davys Celebration Champagne for the first correct solu- 
flon opened and three runner-up prizes of £40 Davys flood and wine 
vouchers redeemable in person or by post These prizes are available 
Png t o winners Irving in England. Scotland and Wales. Winners with 
overseas addresses will receive a set of silver-plated place name bases 
and cards. Solutions by Thursday June 26, marked Monday Crossword 
9,402 on the envelope, to the F inancial Times. i Southwark Bridge, 
London SKI 9HL. Solution on Monday June 30. Please allow 28 days for 
delivery of prizes. 


Name. 


Address. 


Solution 9,390 



WINNERS 9,390: G. & B. Dewen, Denia, Spain; FLA. 
Bennett, Dalsert Lanarkshire: J.T. Gascoyne. Pickering, 
Yorkshire; Mrs M. Hall, AJdwick. W. Sussex. 
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Standard & Chartered 


Standard Chartered PLC 


US$400,000,000 Undated Primary 
Capital Floating Rate Notes 


In accordance with the provisions of the Notes, 
notice is hereby given that for the Interest 
Determination period from 16 June 1997 to 14 Jiiy 
1997 toe Notes wOl cany Interest at the rate o! 6.0625 
per cent per annum. 

Interest accrued to 14 July 1997 and payable on 
14 July 1997 will amount to US$47.15 per US$10,000 
Note and US$471 .53 per US$100,000 Note. 


West Merchant Bank Limited 

Agent Bank 



European Investment Bank 

PTE 30 BBkwi Floating Rate Bonds 
due March 2005 (issued on Mach 15, 19951 

PTE 30 Bilion Rooting Rate Bonds 
due March 2005 (issued on June 15, 1995} . 

Notice fro the Holders 


Notice «s hereby given that the Bonds wiB carry an Tnterwrt 

Ra® of 5.75% per annum for the period June 15, 1997® Sapv_ 
temberl* 1997. 


temberlfi 

• PTE 1.449 per PTE 100.000 nominal 

• PTE 14.493 per RE 1.000,000 nominal 

• PTE 144.932 per PTE 10.000.000 nominal 

• PTE 724,658 per PTE 50.000,000 nominal 

Luxembourg, June 16. 1997 
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en the Union flag is 
lowered over Hong 
Kong harbour two 
s from today, and the red 
;-of China is hoisted in its 
s. the ceremony will be well 
. arsed, the protocol practised. 
' there are no precedents for 
/ ■ t comes next, the return of a 
ant capitalist territory to a 
nunist state. 

** here are no guides in his- 
r.o books to turn to,” says 
img Chee-hwa, the shipping 
an who, as Hong Kong’s post 
"■ jial leader, will steer the ter- 
. -y from British to Chinese 
reigns under the “one coun- 
. two systems" formula 
. tat journey will prove crucial 
«oth sides of the border. For 

- ia, the handover symbolises 

- tse as an economic and pohti- 
■ force. Success in harnessing 

g Kong would fuel its indus- 
• and financial development 
could help lure Taiwan back 

- le fold. “It is the first step in 
. long march.'’ says President 
•• ’/g Zemin, referring to the goal 

ifional reunification. 

Sijrv Pv turbulent transition or bro- 

» promises over Hong Kong's 

- ■ ~. v , r . aomy, would add to Beijing's 
'"ens. Apart from reducing the 
pect of peaceful unification 
Ttfwan. it would threaten 
star -confidence and diplo- 
ic ties. Another obstacle 
be added to the Sino-US 
the most important 
wwhing decades. At home. 
^ ,, leadership has presented the 

ditcui ses „ v lover as an historic event. 

* mis-steps would deal a 
y blow ahead of the autumn 
..j congress. 

' ■ -r Hong Kong the handover 
d strengthen its role as the 
uno for the mainland ecun- 
and its standing as the 
on’s most vibrant business 
' re. But the risk is a reversal 
. remarkable climb that has 
• eDed the “barren rock” once 
caged by Lord Palmerston 
□d the wealth of Its colonial 
■. Market-driven economics 
entrepreneurial energy have 
1 financial reserves to 
3bn and average incomes to 
r; • 'hy Cr.tcs than US$Z5.00Q a year. 

.idence on the eve of the 


Pi * !K: foiidjn 




transition gives cause for eco- 
nomic confidence and for politi- 
cal concerns. Hong Kong 
approaches the handover in sur- 
prisingly robust shape, leaving 
far behind the gloomy predic- 
tions of the 1960s and their warn- 
ings of capital flight and mass 
emigration. Returnees have out- 
numbered migrants over the past 
few years, while opinion polls 
betray few signs of anxiety. 
Although volatile, the stock mar- 
ket has hit records in recent 
months, outperforming many 
regional rivals. 

Growing integration means 


Hong Kong's economic fortunes 
are determined increasingly by 
performance north of the border. 
So the rapid growth and low 
inflation engineered by Beijing's 
planners have further boosted 
the territory’s business bulls. 
"We win see a deepening in eco- 
nomic ties after the handover,” 
says Mr Henry Cheng, managing 
director of New World Develop- 
ment, the property giant 
His company has already spent 
US$3bn in mainland cities and 
has earmarked up to US$15bn 
more, mainly in -low-cost bous- 
ing, infrastructure and sectors 


supporting China's modernisa- 
tion. For many businessmen, this 
optimism Is not based solely on 
commercial opportunities, how- 
ever. Chinese reforms are irre- 
versible. they claim. They predict 
improved living standards and, in 
time, increased social freedoms. 

For businessmen, the issue is 
not the handover but the need to 
stay competitive in the face of 
rising regional competition from 
Singapore to Shanghai. So Mr 
Tung's corporate background - 
and his image of integrity - have 
secured their support His criti- 
cism of the “politicisation” of the 


territory has struck a chord, as 
have hfg moves to instal an exec- 
utive-led administration. 

Economic confidence has been 
reinforced by Beijing. “We will 
not interfere.” says Mr Li Lan- 
ding, vice-premier. “I am respon- 
sible for economic relations and 
trade and I have never even been 
to Hong Kong.” Mainland-backed 
companies such as Citic Pacific 
have emerged as pillars of the 
local establishment. And so far, 
at least, they have played by the 
rules of the game. A recent surge 
in capital-raising in the territory 
has prompted concerns about the 


transparency of so-called red- 
chips. But it has also underlined 
Hong Kong's position as the 
financial centre for China. 

It is economics that best dem- 
onstrates the identity of interests 
between China and Hong Kong 
on which Mr Tung bases his opti- 
mism. But away from the busi- 
ness world dominating Hong 
Kong society, uncertainties and 
fears remain. There is nothing to 
suggest a collapse of confidence 
or rapid decline, more a worry 
that curbs on social and political 
freedoms will sap Hong Kong's 
vitality and erode its edge as an 


international business centre. 

China's tight political and eco- 
nomic controls raise suspicions 
about its willingness to trust 
Hong Kong and its understand- 
ing of what makes it tick. Fears 
that the territory could create a 
base for subversion have 
prompted tougher laws on civil 
liberties and the dismantling of 
democratic reforms. “By attempt- 
ing tD exert control they will 

damage Hong Kong.” warns Ms 
Margaret Ng, an independent leg- 
islator. 

Controversy has focused on the 
legislature and social freedoms. 
In two weeks, the elected legisla- 
ture will be booted from office, to 
be replaced by a provisional body 
selected by a Beijing-backed com- 
mittee. Although its term is lim- 
ited to one year. It has polarised 
Hong Kong politics and is now 
faced with potentially disruptive 
legal challenges from pro-democ- 
racy forces. They warn that the 
body lacks the credibility needed 
to maintain Hong Kong's auton- 
omy, the rule of law and the cos- 
mopolitan character which gives 
the territory its edge. 

Similar concerns surround 
curbs on civil liberties, which 
have granted police greater pow- 
ers over public demonstrations 
and lightened regulations gov- 
erning political parties. More 
broadly, signs of self-censorship 
in the media have prompted wor- 
ries about creeping political cor- 
rectness. “Hong Kong people 
themselves are surrendering 
their autonomy," says Ms Emily 
Lau. a pro-democracy legislator. 
“There is a belief that criticising 
China is bad for business, and 
that is very dangerous.” 

Warnings have not been lim- 
ited to Hong Kong. “There is no 
firewall between economic free- 
dom and freedom in its many 
other dimensions,” says Mr Law- 
rence Summers, deputy secretary 
of the US Treasury. “If China 
handles the transition poorly, if 
it encroaches upon Hong Kong’s 
autonomy. Hong Kongers have 
the ability* to make such actions 
very costly, either by leaving 
Hong Kong or by transferring 
their funds out of the territory." 

Continued on page 3 
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2 HONG KONG 


Hong Kong’s future leader is faced with a difficult task in , 

striking the right balance between the interests of 
the territory and those of mainland China. ^ 

John Ridding assesses the challenge 
that lies ahead for Tung Chee-hwa, 
the chief executive 

Hot seat for 


helmsman 


Even before Mr Tung 
Chee-hwa takes office as 
the territory’s first 
post-colonial leader, the 
shipping tycoon has 
been subjected to 
scrutiny, appraisal and the difficulties 
of striking a balance between the 
'interests of Hong Kong and the 
sensitivities of China. 

His brief apprenticeship has already 
curtailed any political honeymoon. But 
it has also signalled his beliefs, his 
strengths and his weaknesses ahead of 
the daunting 

challenge of srsys* _ _ j 

steering the 

territory through mana 

the transition. mana 

bjf economic; 

selection by a 

SA. concern ec 

^cemher. Mr the line, ft 

Tung has spelled * 

out his conviction large. Of Il< 

that the identity of 

interests between I nfftlTiftlini 

Hong Kong and 
China create 

conditions for a successful transition. 

*1 am confident and comfortable about 
Hong Kong's prospects under one 
country, two systems," he says. 

His vision for the Hong Kong system 
is of a strong executive and a “proper 
balance" between civil liberties and 
social order. That balance, he admits, 
is tilted firmly towards the 
conservative end of the spectrum. 
Democratic development is desirable, 
he believes, but must be pursued at a 
gradual pace. 

“In the past five years we have 
become too politicised as a 
community he says. "Politics should 
be a means to an end, not an end to 
itself.” Emphasising the importance of 
Chinese values - including respect for 
the elderly and education - he warns 
of the social hazards of western 


liberalism, citing civil action in the US 
in the 1960s as a formative experience. 

Though Mr Tung underlines the 
positive aspects of western culture - 
such as creativity and directness - he 
is clearly impressed by the 
Singaporean social model. "The whole 
community has a vision and a clear 
sense of direction and identity," he 
says. Lee Kuan-yew. the city state’s 
elder statesman is an idol of bis, so is 
Lady Thatcher. 

As in Singapore, business ranks at 
the top of Mr Tung’s priorities. But he 
plays down 
prospects of a shift 
tu oa towards a mare 

rflvtfr interventionist 

****** stance. "In so far as 

fa managing 

10 economics is 


m tasofeuras KTa™ 

managing JEPSEL. 

economics is 

concerned, we follow — 
the line, by and and large, of 

— non-intervention," 

large, of non- S Mr Tung says. 

More support for 

Intervention manufacturing Is 


an d and large, of 

f non-intervention,” 
Mr Tung says. 
More support for 
manufacturing Is 
possible, he says, 
but not if it 
requires higher taxes. 

It is a message, and a political 
philosophy, which sits well with Hong 
Kong's business community. "We have 
fuD confidence in him,” says Mr Henry 
Tang, manag in g director of Peninsula 

Knitters and chairman of the 

Federation of Hong Kong Industries. 

"There are many people in the 
business community who want mare 
em phasis on strong government and 
economic issues and not on politics. 
They feel political struggles have done 
a lot of damage.” 

Foreign businessmen are also ready 
to line up behind Hong Kong's future 
leader. One banker involved in the 
1980s rescue of Orient Overseas, Mr 
Tung's family firm, recalls the tenacity 
he displayed during the financial 
restructuring and his ability to secure 
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the hacking «f l*nkon>. “He w 

an appraral 

rattnu of more than SO pw cent Ittm 
SmAbt community. Chtitn wriste 
liberties fcmslattan haw 
token their toll, but his standing las 
beenboistered recently by the 
appointment of Mr Andrew la as chief 

critics point to his hontntts^rf 
fairness "He is a nice guy. a °j 
SS-.' saj-s Hr Martin W*. leader 
of the Democratic Party. "I cann .°! wl 
dream of him taking a bribe, mid he 

means well." ... , 

■ The problems, according to Mr 
are the circumstances In which Mr 
Tung finds himself, and his 
conservative political convictions. 
“Deng Xiaoping said that when there b 
a good system, even evil men cannot 
do evil. But when there is no good 
system, even good men cannot do 
SS-says Mr Lee- "Mr Tung has no 
popular mandate and was appointed by 
the Chinese. So he always takes 
China’s side." 

Ms Margaret Ng. an independent 
legislator, argues that even if Mr Tung 
was willing to stand up to Beijing, his 
ability to reflect Hong Kong : s 
aspirations are compromised by his 
convictions and background. "He Is out 
of step with the Hong Kong public," 
she says- “His views on political 
development are deeply conservative, 
and like many heads of Chinese family 
businesses he has an authoritarian 
style.” 

According to critics, these 
weaknesses have already become 
apparent. Mr Tung's proposals to 
amend laws on demonstrations and 
political organisations - motivated in 
part by his desire to strike a “proper 
balance" between dvil liberties and 
soda! order - prompted an angry 
reaction from many in Hong Kong. Mr 
Tung admits that part of his problem 
in this and other controversial issues 
has been a failure to get his message 
across. 

That comes down partly to his lack 
of political experience, although recent 
appointments and in the handling of 
controversial issues he has shown a 
' more deft touch. 

But Mr Tung's more serious 
difficulties lie in the legacy of mistrust 
between Britain and China. "He walked 
into something of a minefield." says 
onp western diplomat. ai His first 
instinct was to ensure he had Beijing’s 
backing. That might make sense, since 
he won’t get anywhere without it. But 
it made it hard to present himself as a 
champion of autonomy." 

Mr Tung’s task might be easier once 
the hothouse environment of the 
transition is able to cool. Installed in 
his new post, he will also have 
improved resources to address his 
challenges. But whether Hong Kong’s 
new leader can keep a steady course, 
will depend largely on whether China 
allows him room to manoeuvre. 
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HONG KONG 3 


Governor Chris Patten's democratic reforms 
polarised society and led him into 
arguments with Beijing. But even critics 
acknowledge his efforts in alerting people to 
the need for good government and to the 
responsibility of the ordinary citizen in 
demanding it, says Peter Montagnon 

A politician's 
approach 



1 “The right 
1 man, probably 
I for the wrong 
! time." That is 
I how Mr Victor 
l Chu, a Hong 
Kong businessmen with 
strong connections on the 
mainland, describes Mr 
Chris Patten. Britain’s last 
colonial governor. 

Mr Patten brought 
refreshing changes to Hong 
Kong that exposed it to 
politics on a grand stage, he 
says. The governor 
encouraged ordinary people 
to become more involved in 
civic and political affairs, 
but his relative inexperience 
of Asian diplomacy led him 
into arguments with Beuing 
that have complicated the 
reversion to Chinese 
sovereignty. 

It is a typically ambivalent 
view of one of the most 
extraordinary governors 
Hong Kong has seen. From 
the day of his arrival - in a 
business suit rather than the 
traditional plumed helmet 
and ceremo nial dress - Mr 
Patten made clear that he 
was diff erent His disdain for 
the trappings of office and 
predilection for walkabouts 
showed a style far removed 
from the aloof paternalism of 
the Foreign Office 
functionaries who preceded 
him. 

But then, his was a 
political appointment for a 
political task. The job of the 
last governor was not only 
to hand Hong Kong back In 
good working order with its 
freedoms preserved as far as 
possible, but also to extricate 
Britain with dignity from its 
last important colony. “We 
don’t have to leave at 
midnight on June 30. 
pursued down the gangplank 
by editorials in all the 
world's major newspapers 


denouncing us for behaving 
in a shameful way,” he says. 

In the short run. Mr 
Patten wfll probably be best 
remembered for his decision 
to proceed unilaterally with 
the democracy reforms that 
led to elections for a third of 
the seats in the Legislative 
Council in 1995. a move 
which Beijing regarded as 
going back on previous 
agreements with Britain. 

Reviled by local business 
for picking what it regarded 
as an unnecessary - and 
economically damaging - 
fight with China. Mr Patten 
was also subject to 
vituperative attacks by 
senior British officials 
involved in the original 
handover negotiations. They 
argued that the offence to 
China would wreck 
confidence and cause Hong 
Kong to end up with fewer 
freedoms than would 
otherwise have been the 
case. 

The rights of the case are 
hard to judge, since both 
China and Mr Patten base 
their case on interpretation 
of earlier Sino-British 
agreements, from which the 
Basic Law, China’s 
constitution for Hong Kong, 
is derived. China believes 
these committed the UK not 
to introduce political reform 
to which it had not 
previously agreed, and not to 
remove some of the 
repressive old colonial 
legislation on civil liberties 
before the handover. 

Mr Patten has no regrets. 

It is sad, he says, that the 
Legislative Council elected 
under his democracy 
reforms is being abolished. 
The UK could have followed 
China’s bidding, limited 
reform and excluded 
Beijing’s opponents from 
participating, but “we would 



L3y Yam, new head of the Independent Commission Against 
Corruption, is determined to fight against graft mbwOW* 

Fates tied in a 
test of trust 


Continued from page 1 
Mr Tung insists these pit- 
falls will be avoided. Reject- 
ing criticism that he is 
unable to stand up for Hong 
Kong, be says Bering is giv- 
ing him room for manoeu- 
vre. The shipping tycoon 
describes the provisional leg- 
islature as the unfortunate 
result of Sino-British dis- 
putes. rather than a step- 
back from democracy. And 
. although he admits his polit- 
ical conservatism, he dis- 
misses charges that civil lib- 
erties will be weakened, 
pro mising to defend Hong 
Kong's way of life. “That is 
the responsibility of the 
chief executive," he says. 
“That means freedom of 
thought, freedom of capital, 
and freedom of the press.” 

Democrats claim there is 
limited comfort in a free 
band for Mr Tung if it leads 
to a patriarchal style of gov- 
ernment- But there are sup- 
ports for Hong Kong’s insti- 
tutions. Its civil service, 
headed by Mrs Anson Chan, 
has built a reputation for 
integrity and efficiency. It 
has also survived as the sole 
wagon on the political 
“through train". Ms Lily 
Yam. the new head of the 
Independent Commission 
Against Corruption, appears 
determined to maintain the 


fight against graft, while last 
month’s appointment of Mr 
Andrew Li as chief justice 
has eased feats about an ero- 
sion of the rule of law. . 

Tests wiH soon be forth- 
coming. With world atten- 
tion focused on the hand- 
over, expected protests 
require careful handling. 
Despite a setback in the 
courts last week, pro-democ- 
racy groups are proceeding 
with legal challenges to the 
provisional legislature, 
threatening uncertainty. 
Strains between the govern- 
ment-in-waiting need to be 
resolved. The management 
of elections to replace the 
controversial body and laws 
on subversion will also pro- 
vide benchmarks for the new 
administration. 

Faced with his daunting 
♦ask- Mr Tung calls for trust 
“I know many sceptics will 
not be turned into believers 
by my words- 1 urge them to 
have faith.” But the real 
trust is required from Bei- 
jing. As Mr Chris Patten, the 
last British governor puts it 
“This is an incredibly suc- 
cessful city, bloody wen run 
with tremendous momen- 
tum. It isn’t going to be 
screwed up, but it can go 
more or less welL And it will 
go more well if it is just left 
to tick over.” 


have taken the flak for three 
or four years, and I don’t 
think that would have been 
conducive to political or 
social stability.” 

Underlying his approach, 
however, is something 
deeper, which is easily 
obscured by the emotional 
debate on democracy. Mr 
Patten’s reforms were part of 
a broader effort to alert 
people both to the need for 
good government and to the 
responsibility of the 
ordinary citizen in 
demanding it 


In this, even some critics 
accord him respect “Most 
people would agree that in 
the past five years the 
government has become 
more accountable, more 
transparent,” says Mr TSang 
Yok-sing. the pro-Beijing 
politician. “The morale of 
the civil service re mains 
high and the government 
has remained very dean. In 
general people have a much 
clearer Idea about the values 
of democracy, rule of law, 
clean government and a 
level playing field for all." 

Mr Patten speaks with 

pride of the fact that 
contrary to the dire 
predictions of five or 10 
years ago. Britain is leaving 
Hong Kong In good 
economic order with low 
infla tion and a strong 
budget. There is none of the 
galloping corruption that 
was predicted. The police are 
still in good shape. Crime is 
down. The dvfl service is 
still working “remarkably 
well" in spite of the strains 
of the transition, as is 
the administration of 
justice. 

“1 don’t think tbe past two 
or three months have been 
entirely happy, but they 
have shown the professions, 
academics, newspapers - 
particularly Chinese 
language newspapers - and 
ordinary punters on 
phone-in programmes 
actually standing up for the 
decencies and freedoms that 
they have taken for 


granted," he says. 

In stark contrast to his 
foreign office critics, Mr 
Patten believes that by 
making people aware of 
their democratic and civic 
rights and responsibilities, 
he has made it harder for 
China to trample on those 
rights after the handover, 
because the protests will be 
all the more vociferous- His 
critics would have liked to 
“chloroform" Hong Kong 
through 1997. “That hasn’t 
happened, and I think Hong 
Kong will have more * 
freedom as a result, not 
less.” . 

But the price is a polarised 
society with deep divirions 
between supporters and 
opponents of rihina, just 
when many argue Hang 
Kong needs to stand united. 
There is also no guarantee 
that the exuberant pursuit of 
western-style adversarial 
politics will survive Mr 
Patten's departure. Even 
before the handover, be has 
become less relevant to 
those being left behind. Only 
time will tell, says Mr Chu, 
whether he will be 
remembered with affection 
or. chillingly, with 
indifference. 

At least Britain’s last 
governor win be able to say 
he did his best to make the 
people of Hong Kong 
understand that their best 
chance lies in standing up 
for themselves and for the 
values under which they 
have prospered. 
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4 HONG KONG 


Work under way at Hong Kong's new airport on the Mand of Chefc Lap Kofc. Due to open next Aprfl, the akport is a replacement for Kai 
Tak. Last month a Joint venture batwaan Amec of the UK and two contr a c t or* - German co n tra c tor KeiSt & Woemer Bau and China 
R$an - won an £80m contract to bufld a second runway at the airport 
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responsibility for what tepps 
weed’s biggest treasure chests 
US$B6bn of foreign exchange 
reserves- seas a more gtoba^ttturef; 
for financial markets tn Hong Kong.>- - 
“My generation was very, , very, {ucfcy* 

- our professional development , i 
coincided with the rapkf yowth ,Df 
this region, and specially Hong.^^ 
Kong. • v 'i' 

“Hong Kong was very much based 
on the western model A lot 
were westerrveducatedjYJp 
her MBA trom Harvsrd Bi 
School) end brought that 
beck hare and merged tt-wtth$$ 
local background and catture^Butj '< 
with the next generation thu degree 
of western influence may'.boLoeso^ 
big. the world now id So glpbbfced,' 
which is parttautarty evident to'tha £ 
financial markets. NoW we. aie ali part 
of the same global markrf,.arxf t^t*8 
going to be very much the theme for 
the nsKt generation. 
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INTERVIEW: U LANQING • by tony Walker. John Ridding and James Harding 


A hands-off approach 


Confident of a smooth transition, China’s vice-premier says that 
there is no need to interfere in its long-lost territory 


A'\ 

. 4 / 


Vice-premier 
Li Landing 
has never vis- 
ited Hong 
Kang, but an 
the eve of Chi- 
na’s resumption of sover- 
eign? he exudes confidence 
about a smooth transfer and 
preservation of the territo- 
ry's role as gateway to 

fihjp a 

■ “When I was in the United 
Kingdom last year, I men- 
tioned the important role 
played by Bong Song as a 
bridge between China and 
the rest of the world because 
this role of Hong Kong as a 
bridge serves' the interests of 
all of us," he says. 

Chinese o fficials , in the 
last weeks before the July 1 
handover, have been 
engaged in something of a 
"c ha rm offensive”, and Mr 
Li is no exception. He speaks 


systems” formula devised by 
Deng Xiaoping. 

Mr Li’s views carry 
weight He is among the 
frontrunners to succeed Mr 
i.i Peng as premier when, the 
latter steps down next year. 
The 65-year-old English- 
speaking Mr LI became a 
member of the poUtburo in 
1992 and a vice-premier in 
1993, posts which put him 
close to the pinnacle of 
power in China. 

In a wide-ranging inter- 
view conducted in Zhong- 
nanhaf, the leadership 
stronghold in central Bei- 
jing, Mr Li, spoke confi- 
dently about China's econ- 
omy; commitment to state 
enterprise reform; hopes for 
early entry to the World 
Trade Organisation; the rele- 


optimisticaDy about Hong vance of .the Hong Kong 


Kong’s future under main- 
land suzerainty, seeking to 
calm concerns about tmdiis 
interference. 

He acknowledges Hong 
Kong's continuing impor- 
tance to China as a rnndnlt 
for technology, capital and 
management <Hll« «nH sees 
no reason why this role 
should diminish His pledge 
of “non-interference" in 
Hong Kong's affairs is con- 
sistent with tbn message of 
other Chinese leaders. 

“One of the most impor- 
tant factors contributing to 
Hong Kong’s excellent eco- 
nomic growth is the efforts 
made by Hong Kong people 
themselves.” he says. “It is, 
therefore, absolutely uneces- 
sary far the central govern- 
ment to interfere in the 
internal affairs of Hong 
Kong, except for foreign 
affairs and defence. 

“I am lo oking aft er China’s 
economic relations and trade 
with the rest of the world,” 
Mr Li says. “However, I have 
never visited Hong Kang. It 
is my belief that we should 
not interfere with the affairs 
of Hong Kong.” 

These are undertakings 
which will be tested in the 
months ahead, but for the 
moment China's leaders 


takeover far China's aspira- 
tions towards Taiwan; con- 
cern about rampant specula- 
tion in Chinese companies 
listed on the Hong Kong 
stock exchange; «nd the rela- 
tionship between Hang Kang 
find Shanghai after July L 
Among the main points lie 
covered were: 

• Econ om y. China’s growth 
Tate will drop this year 
below last year's 9-7 per cent 

find inflatio n wTU pnrrHm ip 

to wnriwf itf. Continued fis- 
cal restraint him laid the 
foundation for the “sus- 
tained, rapid and healthy 
development of the econ- 
omy.” 

• Economic restructuring: 
China needs to devote 
greater resources to develop- 
ing agriculture »nd the ser- 
vices sector, while restruct- 
uring industry to the 
demands of the market. 

• Shanghai and Hong 
Kong: The respective roles of 
Hong Kong and S hanghai 

will be enhanced by the 
Hong Kong takeover. The 
two complement each other 
and this mutually h en pfi rial 

relationship will become 
more important. "One can- 
not be replaced by the 
other.” 

• Taiwan: China will show 


country, two systems ior- 
mnla in Hong Kong. Success 
ihHang Kong will be critical 
to further progress with 
Taiwan. 

• rtifp m train; Chin a IS 

r oonsideriiv additional mea- 
sures to dampen rampant 
speculation in mainland-con- 
trolled companies listed in 
Wring K o n g . China needs to 
apply “strict manage- 
ment.. . to curb the negative 
role they [red chip compa- 
nies] play in terms of specu- 
lation and creating a bubble 
economy”. 

• Most favoured nation 
trading status in the US: 
China should be granted per- 
manent MFN status in the 
US, removing the need for 

an annual arg um ent With 

Congress over renewal 
which causes “a lot of nega- 
tive impact on commercial 
relations between China and 
the United States”. 

• The World Trade Organi- 
sation: fThina has worked for 
U years to resume its mem- 
bership of the General 
Agreement on Tariffs and 
Trade and its successor, the 
WTO. Beijing is willing to 
compromise to satisfy WTO 
entry requirements, but 
domestic circumstances 
place limits on room for 
manoeuvre. 

“The positive attitude 
we’ve taken [towards the 
WTO] not only serves our 
interests but ai«n the inter- 
ests of the entire trading 
regime because we believe 
that world trade needs an 
overall unified framework 
and rules of the game every- 
one accepts. Otherwise, 
there will be a world trade 
war which would serve no- 
one’s interests. 

“In this sense, we hope to 
be a member of the WTO. 
While wanting to enjoy the 
benefits of WTO member- 
ship, we will also fulfil our 
obligations to the best of our 
ability according to the situ- 
ation in China. Therefore, In 
this sense I believe China 
needs the WTO and the 
WTO needs China." 
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Lae: We were promised one Ctxrtry, two nystams, but the more I look at ft; the more ft is ona system’ 
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Quietly confrontational 


The Democratic party leader and champion of Hong Kong's 
autonomy will find it tough maintaining his role in local politics 


The lawyer in Martin Lee is 
immediately apparent. “If I 
am a martyr fhextl have a 
good cause. And If I have a 
good cause then I shouldn’t 
be a martyr." . 

But behind this dry legal 
logic lies an effective 
politician. Mr Lee and his ; 
Democratic party have 
come out ahead In- all of the 
elections they have 
contested, fa rming the . 
largest group in the Hong 
Kong legislature that is set 
to be scrapped in two 
weeks. He may lack - 
charisma, but the party 
leader has found fertile 
ground for his message of 
autonomy and improved 
welfare for Hong Kong. 

Internationally, too, he 
has struck a chord. While 
his tour of the US earlier 
this year brought angry 
i reactions from Beijing and 
criticism from Mr Tung 
Chee-hwa. the territory's 
post-colonial leader, it also 
focused Washington’s 
a tt ent i o n, on the transition. 
“Americans need a figure to 
focus an, and he was in the 
right place at the right 
time.” says a western 
diplomat in ffnng Kong, 
referring to a row over new 


laws on civil liberties which 
erupted during the tour. 

; .--.Given this prominence, 

Mr Lee now stands as a 
benchmark for post-1997 
politics. The rede he and his 
party play will reveal how 
much scope has been given, 
toprodemocracy forces 1 and 
how thepbst-colonial 
political system has 
evolved.- But in maintaining \ 
Ms position in Hong Kang 
politics, Mr Lee also faces 
great challenges; 

For the short terhxat 
least he is not optimistic. 

“It is in the blood of every 
communist cadre to control 
everything he owns,*- he 
says. "We were promised 
one country, two systems, 
but the more I look at it, the 
more it is one system.” 

Mr Lee believes press and 
other feedoms of expression 
wfll be embed, and the 
electoral rules for the first 
legislature - due to replace 
the contr o ver si al 
provisional body in the first 
half of next year - will be 
weighted against the 
democrats. 

In the longer term, Mr Lee 
is less gloomy. “I cannot see 
the Chinese leaders, having 
got rid of communism. 


standing against the world 
tide towards democracy and 
the rule of law." In Hong 
Kong, the Basic Law 
promises a growing, if 
gradnah role for direct 
elections. 

The problem for the 
Democrat leader Is the 
period in between The 19 
party legislators, out of 60, 
will be booted from their 
seats next week for a spell 
in the political wilderness. 

‘They face a tough road 
' hheaa, T, says Professor 
Michael DeGidy er, head of 
the transition project at 
Baptist University. “If 
things go wen in Hong - 
Kong, their case is 
weakened. If things go 
badly, they can be blamed 
for boycotting the 
provisional legislature and 
for not helping the 
transition, 7 he says citing 
surveys showing a majority 
favour the Democrats’ 
participation in tiie 
post-handover legislature. 

Absence from the. 
provisional body presents . 
Mr Lee with tough 
decisions. The Democrats 
must remain in public view. 
But confrontation could 
prove counter-productive. 


"Hang Kong people will not 
take it well if the Democrats 

provoke a crackdown from 

China," says a member of 
the pro-business Liberal 
Party. 

High-profile confrontation 
is not on the cards, says Mr 
Lee. "We haven’t decided 
yet how we will mark the 
handover. But whatever it 
is. it isn’t going to be 
violent at all. We don’t 
believe in violence." 

That is not Ms style. Mr 
Lee's appeal to Hong Kong’s 
public has been rooted in 
Ms image of integrity. Mr 
Chris Fatten, the governor, 
has referred to him as the 
lay saint While tycoons 
such as Mr Henry Cheng at 
New World Development 
attack Mm for politicising 
Hong Kong and creating 
turbulence during the 
transition, few challenge his 
sincerity. 

That image could be 
blurred by a shift away, 
from centre stage. But it 
would be sharpened by 
mis-steps from the new 
administration or a 
heavy-handed approach 
from across the border. 


, John Ridding 





appear committed to their . “greater flexibility remains a big pre- 

notion of “non-interference” Taiwan after July 1. .sewing of Chinese toad- 

under the “one country, two- to capitalise on the one Altinc to manage a dtf- 
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; occupation of Chinese tawt 
ere seekiag to manage a dif- 
ficult transformation from a . 
centrally-ptoned command- 

driven economy to a market- 
based system with “Chinese 
characteristics". 

Employing the analogy of 
crossing a river from one 
bank - the old system - to 
the other bank - the new - 
he says: "I believe the major- 
ity of state-owned enter- 
prises will be able to cross 
the river to reach the other 
b?nk, but some of them will 
get drowned in the p roces s. 
That is a situation we would 
not wish to see, but I believe 
that is unavoidable.” 

Mr Li. in keeping with Chi- 
na’s attempts to present a 
benign face to the outside 
world on the eve of the Hong 
Kong handover, called for a 
"new beginning" in relations 
with Britain. He also left no 
doubt about the importance 
rrhina attaches to the Hong 
Kong handover as an his- 
tone watershed. 

“TTie resumption of sover- 
eignty is of great historic 
significance. It is of great 
importance for the entire 
Chinese people and people of 
Hong Kong... Now that we 
have reached the last minute 
before the handover I do not 
want to see anything which 
will affect negatively the 
smooth transfer,” he says. 

“We have every confidence 
in the future development of 
Hong Kong... We hope the 
new British government 
headed by Mr Blair will join 
us in observing these princi- 
ples [regarding the transfer 
of sovereignty]. 

“In that case, Hong Kong 
will enjoy bright prospects 
which serves the interests of 
both of us." 

Mr Li does not use 
“mutual benefit”, the phrase 
favoured by Chinese offi- 
cials, to describe Britain and 
China’s joint interest in a 
smooth transfer. But his 
meaning is clear. Beijing 
hopes London will be sup- 
portive and will not resort to 
carping criticism from the 
sidelines after the handover. 
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OWE COUNTRY TWO SYSTEMS: 


, ■ wy oio ■ eww 

What does it mean for economic and financial management and the political and legal systems? 


ECONOMY * by Peter Montagnon 


Fine-tuning or a 
complete overhaul? 

Despite pressure for increased intervention, Hong Kong's trade 
record strengthens the case for more ‘positive non-intervention' 




One of the 
myths sur- 
rounding the 
handover of 
Hong Kong is 
that It means 
placing the world's most 
laissez-faire capitalist system 
in the clutches of a totalitar- 
ian communist state. 

Such a line may provide 
fodder for tabloid headlines , 
but in economic terms it 
misses the mark in two 
important ways. First, what- 
ever happens on the political 
front, Hong Kong’s auton- 
omy in economic mange- 
ment will be preserved. 
There is agreement on both 
sides of the border about 
that. 

Second, while business in 
Hong Kong enjoys a great 
deal of freedom, the govern- 
ment has been ruthless in 
intervening in other areas, 
most notably housing, with 
the result that families pay 
only about 8 per cent of their 
income in rent That is not 
exactly what most people 
mean by laissez-faire. 

If the first point suggests 
continuity in economic man- 
agement, the second sug- 
gests that Hong Kong’s 
underlying philosophy, 
known as “positive non-in- 
tervention,’' is not just free 
market dogma. Though its 
style may differ from other 
countries in the region, its 
approach reflects a prag- 
matic alliance between gov- 
ernment and business that is 
typically Asian. 

Hong Kong has intervened 
heavily to create a climate in 
which business can thrive. 
This includes not only action 
to keep costs down, but also 
infrastructure provision. In 
the utility sector it has 
granted franchises to the pri- 
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vale sector but has tolerated 
regulated monopolies. A low 
tax policy, with low govern- 
ment spending and minima? 
regulation has also favoured 
business. 

From this perspective, the 
question raised by the hand- 
over is not so much whether 
China win interfere in Hong 
Kong's economy, but 
whether the balance will 
shift towards more interven- 
tion as a new class of Hong 
Kong Chinese businessmen 
consolidates its influence. 
The power of that lobby 
could grow, since Hong 
Kong win have in Mr Tung 
Chee-hwa a chief executive 
with a business background. 

Some businessmen, such 
as Mr Raymond Ch’ien, new- 
ly-appointed chairman of 
Inchcape Pacific and a mem- 
ber of Mr Tung’s Executive 
Council, have argued that 
Hong Kong needs a more 
activist industrial policy 
with greater emphasis on 
research and development to 
retain an edge for its manu- 
facturing industries. 

Through careful economic 
plannning, businessmen say, 
Singapore has retained a 
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share of about 25 per cent for 
manufacturing In its econ- 
omy, while Hong Kong has 
little manufacturing lpft But 
a sign that this group has 
stm not got the upper hand 
came in February when Mr 
Donald Tsang, widely expec- 
ted to be dropped from the 
Tung administration, was 
reappointed as frmmofai sec- 
retary. 

Mr Tsang admits interven- 
tionist pressures are increas- 
ing but is resolute in his 
oppostion. “Our political sys- 
tem would not lend itself to 


an adventurous industrial 
policy/ he says. *1 do not 
think there is community 
consensus in Hong Kong on 
thjs matter." Singapore ha s 
paid a price in higher taxes 
than Hong Kong. Its govern- 
ment-run pension fund gives 
it resources which Hong 
Kong does not possess. 

Private sector economists 
argue that any shift in 
emphasis after the handover 
is likely to involve little 
more than fine-tuning, with 
additional ara pTiawfa on hous- 
ing and technology. Nothing 
is likely to upset the main 
thrust of fiscal policy with 
low tax and low spending. 

“It’s too late for them to 
become like Singapore." says 
Mr Miron Mushbat of Leh- 
<man Brothers. "If they try to 
take that route, they’ll prob- 
ably get their fingers burned 
and they'll encounter resis- 
tance from within the civil 
service." 

Besides, the current bal- 
ance has brought Hong Kong 
to the handover in good eco- 
nomic shape. Real growth is 
officially forecast to rise to 
&5 per cent this year from 
4.7 per cent last year, though 
inflation has been edging 
upwards. Merchandise 
exports, sluggish throughout 
last year, picked up strongly 
in March. Hong Kong enjoys 
a lower prem ium in interna- 
tional capital mar kets than 
Canada, says Mr Joseph 
Yam, head of the Hong Kong 
monetary authority. 

*T do not look at July l as 
a watershed,” says Mr 
Tsang. “Economically the 
whole idea of a smooth tran- 
sition means that policy 
before July 1, which has 
worked successfully in this 
economy, win work after 
July L" 


PROFILE 


liie Bankiof China 


Conquest not a priority 

Rather than taking over HSBC group's dominant role, the bank 
wants to improve the quality of its business in the territory 


I Throughout the colonial 
1 period, Hong Kong’s 
financial sector h as be ar 
dominated by the HSBC 
group. Its Hongkong Bank 
subsidiary, the territory's 
largest, has played a role in 
economic and financial 
management, which 
sometimes even appeared 
greater than that of 
Whitehall’s appointed 
governor. 

But it would be rash to 
assume that a similar 
leadership baton will now 
pass to the Bank of China. 

Not only are Hong Kong’s 
markets more complex and 
competitive than In the 
days when the Hongkong 
Bank ruled the roost Mr 
Wang Xuebing, the » 
Beijing-based governor of 
the Bank of China, adopts 
an approach that reflects 
the official view that 

mainland companies UlUSt 

compete on a level playing, 
field in Hong Kong. 

While the Bank of China 
has become more prominent 
- with Mr Yang Zflin, its 
local bead, assuming the 
rotating chairmanship of 
the Hong Kong Bankers 
Association for the first 
time last year - 
its aim is to become more 
professional. “We don't 
want to be number one in 
terms of quantity. We would 
like to see our business in . 
Hong Kong become better 
quality,” he says. 

Hong Kong can help the 
group develop its use of 
information technology, a 
priority for its mainland 
business, but the profit 
contribution is also 
important The group’s 
activities in Hong Kong and 
Macao account for nearly 70 
per cent of its total profits. 
“This is a very important 
source of income," he says. 

hi Hong Kong the bank 
wants to strengthen its 
retail business. The group 
accounts for about a quarter 
of local bank deposits. This 
is as important source of 
funding which it wants to 
exploit through new retail 

products. 

Second, it plans a further 
push in the wholesale 
banking sector. The hank Is 
only a middle-ranking 
player in capital market 



ConqwQng on a lewd playing Md: the Itank of China hoadtpartaiB, Hong Kong umaa*** 


transactions and would like 
to work its way up towards 
the top of the league. To 
help achieve this, it plans to 

consolidate its investment 

hanking activities hi the 
territory, which are 
currently carried out 
separately. Fund 
management, retail 
securities, corporate finance 
and securities underwriting 
and syndication will be 
brought together. 

Competitors say that Mr 


Wang's vision is in hue with 
their im pr ession of the 
Bank of China. Mr Vincent 
Cheng, an executive 
directs of HSBC, describes 
it as a fair but firm 

competitor in the market 
for deposits and a 
professional partner In 
s y nd icated l endin g . 

The transition to 
mainland rule should tints 
be smooth for the Bank of 
flhtna. Mr Wang says he 
does not expect to be 


travelling to Hong Kong 
more frequently. The bank's 
reporting systems make 
that unnecessary. 

Besides, he haste grapple 
with the much tougher task 
- neglected in the days 
when the Bank of China 
was simply a specialised 
foreign currency bank - of 
building a sophisticated, 
efficient and profitable 
business on the mainland. 

P.M. 
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Joseph Yam, head of the territory's monetary authority 
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Yam: ‘People want the money in their pocket to be worth a cert ai n amount of International currency* u>m a 

The currency’s champion 

Mr Yam has little time for critics of the US dollar peg 


Hong Kong's currency peg. 
under which its dollar has 
been fixed at HKJ7.80 to the 
US currency since 1883, 
would be one of the first of 
its institutions to come 
under fire in any shock to 
confidence after the 
handover. Responsible for 
its defence would then be 
Mr Joseph Yam, head of the 
territory’s monetary 
authority. 

Discreet, yet forceful and 
cogent in argument, Mr 
Yam Appears the archetypal 
central banker, even if a 
private passion for 
horse- racing gives him a 
particular Hong Kong 
stamp. In the run-up to the 
handover he has become 
used to firing off the 
occasional pre-emptive 
salvo in defence of 
monetary arrangements 
which also have a particular 


local character. 

The peg has sot come 
under threat In the markets. 
But some have suggested 
the arrangement, vital to 
retaining confidence is the 
transition, will be less 
relevant after July as Hong 
Kong’s economy becomes 
more closely integrated 
with that of the mainland. 

Mr Yam finds such 
suggestions irritating. First, 
he says, an independent 
currency for Hong Kong is 
enshrined in the 
SlnoBritish agreements on 
the Basic Law for the 
territory. Second, the 
currency issue is covered 
six times by foreign 
exchange, making the peg 
Impregnable. Third, there is 
popular support for a stable 
exchange rate. 

It is sensible to make 
external currency stability 


an aim of monetary policy 
in such an outward-looking 
economy, he says. Hong 
Kong differs from other 
economies which define 
Internal stability, 
exemplified in a low 
inflation rate, as their 
objective. “People want the 
money in their pocket to be 
worth a certain amount of 
international currency. 
That’s what they want. Full 
stop,” he says. 

But there is a price. Hong 
Kong’s interest rate policy 
is effectively determined by 
the US and does not reflect 
the local business cycle. 
That has led to higher 
inflation in the non-traded 
service sector of the local 
economy and restricted 
policy options for dealing 
with periodic overheating of 
the property market. 

“That is a trade-off you 


have to make," Mr Yam 
says. “The response is not 
for us to change the 
objective of monetary policy 
but for us to be very careful 
about the implications of 
asset price inflation, for 
example on banking 
stability ... We need to be 
very careful about their 
exposure, and that is 
exactly what we ore doing.” 

Hong Kong will need a 
separate currency as long as 
its economic development 
differs from that of China, 
he says, which has a heavily 
regulated economy, a fiscal 
deficit, and a 
non-convertible currency. 

“In our two circumstances 
you should be arguing in 
favour of monetary 
segregation rather than 
monetary union." 

P.M. 
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POLITICS • by John Ridding 
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the transition 








Two weeks 
from now. the 
“throagh 
train” sought 
for Hong 
Song's politi- 
cal institutions will jump 
the tracks when the territo- 
ry’s legislature will be 
replaced by a provisional 
body, source of one of the 
most serious disputes of the 
transition. 

That dispute has driven a 
wedge between th e pr esent 
and future administrations, 
and between the pro-democ- 
racy and pro-Beijing camps. 
The big question now is 
whether it proves to be just 
the most visible sign of a 
deeper division in post-colo- 
nial politics and a shift in 
the nature of government 

For pro-democracy critics, 
the fear is that the territo- 
ry’s new political institu- 
tions will be unable or 
unwilling to maintain the 
autonomy promised to Bong 
Kong. ‘The provisional leg- 
islature has no legitimacy. 
It was appointed by Beijing 
and will do what Beijing 
wants,” says Ms Emily Lau, 
leader of the Frontier, a pro- 
democracy organisation. 

She warns that political 
and social freedoms will be 
placed under tighter curbs 
after the handover and that 
the brakes will be put on 
democratic development. 
The democratic shoots 
which sprouted with the 
1995 political reforms of 
governor Chris Fatten will 
face a long winter, adds one 
Democratic Party legislator. 

These charges are rejected 
by Mr Tung Chee-hwa and 
his colleagues in the Execu- 
tive Council, the future lead- 
er's advisory cabinet They 
point to a timetable for dem- 
ocratic development laid 
down In the Basic Law, 
Hong Kong's post-colonial 
constitution. 


This provides for a grow- 
ing number of directly- 
elected seats in the legisla- 
ture and the gradual politi- 
cal reforms recommended 
for the territory. 

But Mr Tung and his aides 
make no bones about their 
vision of a strong executive- 
led government nor their 
disdain for the “politicisa- 
tion" of Hong Kong in 
recent years. As for free- 
doms of expression, they 
say. there is a need to strike 
a balance between human 
rights and order and stabil- 
ity. 

It is a Singaporean-style 
image that receives strong 
support in the business com- 
munity. “For the past 10 or 


15 years we have been dis- 
tracted by political dis- 
pates.” says Mr Bonnie 
Chan, chairman of Hang 
Long Development, one of 
the territory's big property 
concerns. “Now we wfll be 
able to focus on social and 
economic issues.” 

Many others in the busi- 
ness sector argue that as 
long as the economy deliv- 
ers steady rises in living 
standards, the public will be 
little inclined to embroil 
themselves In politics. They 
point to opinion polls show- 
ing a majority expressing 
confidence in the transition 
as evidence that democrats' 
fears are misplaced. 

There is also, says Mr 


ms* 




The new line-up 


The new Executive Council 
- the advisory cabinet for 
Mr Tung Chee-hwa - chief 
executive: 

• Mrs Anson Chan: 
administrative secretary 
and head of the civil ser- 
vice, remains from previous 
a dminis tration. 

• Mr Donald Tseng: finan- 
cial secretary, remains 
from previous administra- 
tion. 

• Mrs Elsie Leung: secre- 
tary of justice 

• Sir Chnng Sze-yuen: 
convener of the Executive 
Council 

• Dr Raymond Ch’ien: 
managing director of Lam 
Soon, the consumer prod- 
ucts group. From July, 
chairman of tnchcape 
Pacific. Present Exco mem- 
ber. 

• Mr Chung Shui-ming: 
chief executive of the secre- 
tariat of the SAR Land 
Fund. 

• Mrs Nellie Fong: deputy 


country manag in g partner, 
Arthur Andersen, fflitna. 

• Mr Charles. Lee: lawyer 
and former chairman Of 
Hong Kong . Stock 
Exchange. 

• Mr Antony Leung: man- 
aging director, Chase Man- 
hattan. Hong Kong. 

• Mr Leung Ch un-yin g: 
property surveyor and a 
vice-chairman of the Prepa- 
ratory Committee, the Bei- 
jing-appointed body which 
is overseeing the handover. 

• Mr Tam Tiu-chung: 
labour activist and former 
senior official pro-China 
branch of Hong Kong Fed- 
eration of Trade Unions 

• Mr Henry Tang: chair- 
man, Hong Kong Federa- 
tion of Industries. 

• Hon Rosanna Wong 
Yick-ming: chairman of. the 
Hong Kong Housing 
Authority. Member of pres- 
ent Exco. 

• Sir Ti Liang-yang: for- 
mer chief justice. 


Tung, the need to secure 
Beijing’s trust. Hong Kong’s 
autonomy will only be possi- 
ble if China feels sufficiently 
confident that its newly-ac- 
quired capitalist territory 
will not provide a base for 
subversion or for extending 
democratic ideals on to the 

mainland . 

These concerns are mani- 
fest in reforms under way. 
New laws drawn up last 
month strengthen police 
controls over demonstra- 
tions and tighten regula- 
tions over political funding. 
The main objective, accord- 
ing to Mr Tong’s aides, is to 
prevent funds from abroad - 
particularly Taiwan - from 
influencing local politics. 
Anti-subversion laws are 
intended to curb criticism of 
mainland leaders, again 
with Beijing’s wishes in 

min d. 

On the local Grant, roles 
for the first legislature sig- 
nal an uphfU challenge for 
pro-democracy forces. The 
shift to a single-vote multi- 
ple-member constituency 
system, or a form of propor- 
tional representation, for 
the 20 directly-elected Legis- 
lature seats to be contested 
next year, is set to reduce 
the presence of the Demo- 
cratic party. 

“They will get the most 
votes," says Mr Allen Lee, 
head of the rival pro-busi- 
ness Liberal Party. But seats 
are what count 

While the signs point to a 
more compliant legislature, 
significant shifts are also 
taking place in the execu- 
tive. Mr Tung has estab- 
lished task-forces to head 
the priority areas of housing 
and education. Headed by 
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businessmen from the Exec- 
utive Council, they mark the 
rise of a new c o rporate elite 
in government and raise 
questions about the tradi- 
tional primacy of top civil 
savants. 

Many of these reforms 
have brought protests from 
Hong Kong and abroad. The 
Democrats have denounced 
the amendments to existing 
laws on political parties and 
demonstrations as an unnec- 
essary challenge to civil lib- 
erties. 

While Mr Tung’s office 
and senior civil servants 
play down the notion of a 
shift towards a ministerial 
system, there is concern 
that morale in the chril ser- 
vice - the last remaining 
wagon on the political 
through train - could be 
undermined. 

A more immediate risk 
lies in legal challenges to 
the provisional legislature. 
Even if Mr Tang's aides 
prove justified in their con- 
fidence that legal challenges 
will fail, the court battles 
will create uncertainty. It 
will also keep the spotlight 
on the legitimacy of the pro- 
visional legislature - 
selected by a 400-member 
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A man In a wheelchair bums a candle on June 4 in Hong Kong's Victoria Park to commemwate the 
anniversary of China's mffitary crackdown in Tiananmen Square in 1989. Many wonder to what extent 
such demonstrations wfll be tolerated after the handover 


Beijing-backed committee 
and with 10 of its 60 mem- 
bers drawn from the ranks 
of defeated candidates in the 
1995 election. 

Whatever the rulings from 
the courts, controversy over 
the provisional body is 
likely to last until the aid of 
its tenure in 1998. The real 


test for Hong Kong politics 
and the degree of democracy 
it contains will then lie in 
the condnct of the vote for 
the next assembly. 

The risk is that a 
protracted wait for the elec- 
tions, or questions about its 
integrity, could create an 
emasculated legislature. 


MAINLAND ORGANISATIONS IN HONG KONG • by John Ridding 


Mainland institutions 


put down roots 



There is a risk that China’s organisations could emerge as sources 
of influence alongside the post-handover government 


Two glisten- 
ing towers 
have risen in 
the affluent 
mid-levels dis- 
trict of Hong 
Kong island. Once the build- 
ers have applied the finish- 
ing touches, hundreds of offi- 
cials from China’s ministry 
of foreign afikirs will move 
into their new home. 

The buildings are a tangi- 
ble sign of China's official 
presence in the territory 
after July 1. Along with sev- 
eral thousand troops from 
the People's Liberation 
Army, and Xinhua, the state 
news agency which has also 
served as an embassy, they 
provide the symbols of the 
transfer of sovereignty. 

Bat they also raise impor- 
tant questions. While Hong 
Kong's legislature and its 
law courts have been sub- 
jected to scrutiny, the role of 
the mainland organisations 
has been shrouded In uncer- 
tainty. That matters, 
because as organs of the Chi- 
nese state and of the Com- 
munist Party, they provide 
potentially influential local 
power bases. 

Recent months have seal 
jostling for position between 


Xinhua, the ministry of for- 
eign affairs and the Hong 
Kong and Macao affairs 
office, which was established 
in 1978 and which reports to 
the state council, or cabinet. 

Mr Zhou Nan, the director 
of Xinhua's Hong Kong 
branch and the territory's 
ranking party official, has 
said he will retire after the 
handover. But his number 
two, Mr Zhang Junsheng 
says that the organisation 
will continue to play a cru- 
cial role and that the new 
director will retain the rank 
of minister in the mainland 
government 

That remains to be seen. 
But this month's appoint- 
ment of Mr Ma Yozhen as 
head of the foreign minis- 
try's new Hong Kong office 
provides another formidable 
operator. A former ambassa- 
dor to Britain. Mr Ma is seen 
as an affable and skilful dip- 
lomat. “Fundamentally 
tough, but engaging”, was 
how one western counter- 
part described him. 

Other powerful mainland 
figures will include General 
Liu Zhenwu, commander of 
the FLA garrison, and bis 
political commissar. Add to 
that the local representa- 


tives of mainland businesses 
and state enterprises, and 
there exists an influential 
web of Chinese officials. 

One risk is that jostling 
fOT position between the arri- 
vistes could shake local 
political institutions. A big- 
ger risk, say political ana- 
lysts. is that the mainland 
institutions - and particu- 
larly the party - will emerge 
as alternative power struc- 
tures to the post-handover 
government. 

“In China, the party is 
always pre-eminent,” says 
one European diplomat. 
“Under ‘one country, two 
systems’ that is clearly not 
meant to be the case. But we 
have yet to see how the Chi- 
nese institutions will operate 
in Hong Kong." 

For Ms Christine Loh, the 
independent legislator, the 
main problem is uncertainty. 
But there is ample cause for 
concern. “If the party oper- 
ates as it does in China it 
would be as disastrous for 
Hong Kong as the introduc- 
tion of a full-blown commu- 
nist economic system." 

Compared with the main- 
land, the party network is 
limited. “It does not reach 
down to the grass roots as It 


■ VIEWPOINT 
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And although the civil ser- 
vice remains respected and 
effective, and the Indepen- 
dent Commission Against 
Corruption appears strong, 
that could damage the credi- 
bility of the post-handover 
administration and under- 
mine government transpar- 
ency and accountability. 


does in China." says Profe- 
sor Lau Siu-kai, a member of 
the Beijing-appointed prepa- 
ratory committee which is 
overseeing the handover. 
But it has an established 
base in the Xinhua head- 
quarters. and several of Mr 
Tung's advisers are believed 
to be party members. 

Mainland officials dismiss 
fears about rival powers, as 
does Mr Tung. He says he 
has no problem with the 
operation of the Communist 
Party in Hong Kong, an open 
secret for decades. The 
future leader points to the 
autonomy promised to the 
territory by the accords gov- ' 
erning the handover, and 
also to the contacts he has 
built on the mainland. 

Although he will not com- 
ment on his ranking in the 
mainland hierarchy, when 
necessary-, he says, be can 
pick up the phone and get 
through to Beijing at the 
highest levels. 

Much, though, will depend 
on Mr Tung’s skill in 
steering Hong Kong through 
the transition to China's sat- 
isfaction. Any problems may 
prompt Beijing's nervous 
leaders to dial a different 
number in Hong Kong. 


■ Fin and 
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Peter Fook, a watchman, has been 
firing the noonday gun for the Jardkie 
group - a 150-yaar-oW^raditkin - for 15 
years. Fittingly, for both a Jardfoe's man 
and an icon of Hong Kong, he boasts . 
some Scottish blood. Mr Fbok wilt fire 
the cannon on both June 30 and duly 1 


aid seasscait^Ojterence/ bar 'an ■•»f r eg , 
enlarged huddle of .tourists: -..v y 
“1 see a good future and peaceful • • - 
transition, Ho^Ko^^hBB bea^‘ti^ 7 v 
track during the'handowr > 

don’t thlnk'.lt wfll bea. mess. And.rdon’t; 
expect there baarry jflfference " • . - t. ; K 


, becaoe the Chinese government has.; 
•promteod . prosperity and confidence for 
-Hong Kong residents. ■ 

"Tt» Chinese government now> far 
■ tad away different from that -in the past 
r.mpre productive than, say. in the days 
plthe Oing Dynasty." . v - ; . r - 





FINANCIAL TIMES MONDAY JUNE 16 1997 


VII 




★ 


HONG KONG 7 


THE LEGAL SYS TEM • by Peter Montagnon 

Legal eagles 
remain wary 

The profession is watching closely to make sure 
that the rule of law is maintained 



Ms Elsie 
Leung, secre- 
tary of justice- 
designate in 

the new Hnwg 

.Kong govern- 
ment, is a pmHpnt and gentle 

woman. Surrounded by 
orchids in her office above 
Hang Kong's central park, it 
jS iWfinqft to imaging her as 
the agent of a capricious and 
lawless government 

With startling determina- 
tion, she. affirms that she 
would not hesitate to prose- 
cute Mr Tung Chee-hwa, 
Hong Kong's chief executive, 
if he should seek to interfere 
with the appointment of 
judges. - 

Yet, ' as the handover 
approaches, Hong Kong's 
legal profession expresses 
growing concern, not so 
much about Ms Leung's 
mainland ^ 

is a member of the National 
People’s Congress (NPC), 
although she says she 
intends to resign - but more 
that the law will become 
twisted to achieve political 
ends. 

"Does Mr Tung under- 
stand the rule of law?" says 
Ms Margaret Ng, who repre- 
sents the legal profession an 
the colonial Legislative 
Council. "Does he consider 
the legal propriety of what 
he does? Or does he say: 
this is the policy. Please 
find a way to make it legal. 7 
That increasingly seems to 
be the approach." 

For businessmen, who still 
see little reason to presume 
that the application of law to 
commercial matters will be 
less transparent than before, 
such questions may seem 
arcane. The concerns of law- 
yers such ai Ms Ng relate to 
the way the law is applied in 
matters of civil and political 
freedom - something busi- 
ness usually chooses to 
ignore. 

And while the rule of law * - 
may be fine in theory, as Mr 


•fim Rohwer. the author and 
commentator on Asian 
affairs, points out, in prac- 
tice most people would 
already think twice before 
suing a local tycoon, In that 
sense not much will change 
after July. 

Whether business will stay 
on the remains to 

be seen. But in any case, the 
early days of the new gov- 
ernment are likely to be 
marked by controversy over 
the legitimacy of new legisla- 
tion. 

The outcome of these dis- 
putes win do much to deter- 
mine whether the handover 
is deemed a success by the 
rest -of the world - some- 
thing that wffl help shape 
the territory’s economic 
prospects. 

At the heart of the contro- 
versy are the decisions by 
the NFC to strike down cer- 
tain laws enhancing civil lib- 
erties, passed since 1992, and 
to appoint a provisional Leg- 
islative Council to replace 
the body elected under gov- 
ernor Chris Patten’s elec- 
toral reforms. 

Ms Audrey Eu, chairman 
of the Bar Association, 
argues that the civil liberties 
laws were not in contraven- 
tion of the Basic Law, Hong 
Kong's post-July constitu- 
tion, so there was no reason 
for the NPC to strike them 
down. 

In contrast, the creation of 
a provisional Legislative 
Council contravenes the 
Basic Law because it stipu- 
lates that Hong Kong should 
have an elected legislature, 
whereas the Provisional 
Council was appointed. 

"We are talking about a 
very important point of prin- 
ciple,” she says. The rela- 
tionship of the NPC to the 
Basic Law, she says, is “fun- 
damental”. 

Ms Leung takes a different 
view. She says the creation 
of the Provisional Legisla- 
ture was justified both by 


the Chinese constitution and 
by the English comwinn law 
doctrine Of necessity: since 
China argues that the Patten 
reforms were In breach of 
the Basic-Law and that the 
legislature created by them 
had no authority, and sinne 
elections could not be held 
before the handover, it was 
necessary to have a council 
that could fill the breach. 
There was ho choice other 
thaw to appoint one. 

Underlying thpw different 
opinions is the issue of bow 
far the NPC should go in its 
interpretation of the Basic 
Uw. 

In most areas it has dele- 
gated its right to do 60 to the 
Hong Kong courts, but 
so-called "acts of state” are 
an exception and they are 
loosely defined. 

This makes Hong Kong’s 
lawyers uneasy. UK common 
law, under which they were 
trained, says that the courts, 
rather than the legislature, 
should in te r pret the law. 

Urns, at one level, the con- 
troversy reflects the diffi- 
culty of the legal profession 
in adjusting to a new situa- 
tion where Rn gh«h common 
law has to be woven into 

China 's tradition 

Gradually the legal profes- 
sion could adapt to that new 
reality, but there is always a 
suspicion that something 
more sinister will emerge. 

One encouraging develop- 
ment was the appointment 
last month of Mr Andrew Li, 
a respected banister, as the 1 
new chief justice, a move 
which was welcomed even 
by the normally sceptical 
governor Chris Patten, but 
Ms Ng still believes that the 
legal profession must be vig- 
ilant 

"We are going to have to 
watch very carefully and 
speak out at every turn,” she 
says. 

“The first six months after 
the handover are going to he 
a crucial test period.” 



Laung: the future justice secretary says she would not hwJtsto to prosocuto Tung Chaa-tiwa, Hong Kong's chief axocutiv* 
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Sir Henry Pottinger ; 


1843 June 2v 


China cedes Hong 
Kong to Britain In 
Opium War. 




August 29: Treaty of 
Nanking recognises 
and confirms British 
occupation of Hong 
Kong. 


June 26: Hong Kong is 
proclaimed Crown 
Colony and Sir Henry 
Pottinger becomes its 
first governor. 


The second Anglo- 
Chlnese Opium 
War. 


Convention of Peking 
cedes Kowloon 
peninsula adjacent 
to Hong Kong island 
to Britain. 
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Britain for 99 years. 


Revolution overthrows 
China's imperial Qing 
Dynasty. 


S.i Murray 
McLehouse 
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China leases rural New Japanese m Hitary 
Territories area and 235 occupation of Hong 
outlying islands to Kong. 


Mao Zedong proclaims 
the People's Republic 
of China. 


Britain and China estab- 
lish diplomatic relations. 




Vietnamese refugees 


arrive in Hong Kong as 
Vietnam war ends. 


March: Chinese leader 
Deng Xiaoping receives 
Hong Kong governor Sir 
Murray McLehose in 
Beipng and, tor the first 
time, discusses end of 
the New Territories' 


lease. Recently, debate 
has emerged over who 
raised the issue. 


September: British 
prime minister Margaret 
Thatcher visits Berpng. 
Deng refuses request 
for continued British 
administration of Hong 


Kong after 1997. but he 
agrees to open negotia- 
tions on handover. 


Britain and China begin 
negotiations on Hong 
Kong’s future. 


December 19= Thatcher 


and China's premier 
Zhao Ziyang sign Joint 
Declaration In Beijing, 
requiring Britain to 
transfer sovereignty of 
the colony to China at 
midnight on June 30. 
1997. China pledges to 
grant Hong Kong a 
‘high degree of autono- 
my’ and retain capitalist 


system for 50 years 


China's leadership 
orders a military crack- 
down on pro-democra- 
cy pretests in Beijing, to 
Hong Kong, more than 
im people join protests 
against the crackdown. 
The events mark a 



China's politics, US relations, foreign policy and the Taiwan issue are affected by the handover 


CHINESE POLITICS • by Tony Walker 


Powerful tool in a 
post-Deng world 

A leadership intent on establishing its own legitimacy may see 
promoting national pride about Hong Kong as politically useful 



The memory 
of the late 
Deng Xiao- 
ping, China’s 
paramount 
leader, like 
that of Banquo's ghost, will 
hang over celebrations 
marking Hong Kong's return 
to mainland control. His 
political heirs hardly need 
reminding of his legacy. 

Mr Deng, who died in Feb- 
ruary, did not In the end ful- 
fil his ambition of being 
present in Hong Kong for 
the handover. Death robbed 
him of that satisfaction, but 
China’s post-Deng leadership 
will be mindful of his role in 
shaping Hong Kong’s transi- 
tion to Chinese rule. 

And therein lies an impor- 
tant connection between 
China's resumption of sover- 
eignty over Hong Kong and 
politics on the mainland. Mr 
Deng's successors, anxious 
to consolidate their author- 
ity. will want to make clear 
they are fulfUing his wishes 
to the letter. 

On China’s busy political 


ralgnriflr for 1997, the Hang 
Kong handover ranks in 
importance just below that 
of the 15th Communist Party 
Congress, due to take place 
in the autumn. The two 
events are closely linked. 

China's leadership, spear- 
headed by President Jiang 
Zemin, will want to show 
that it is capable of oversee- 
ing a relatively smooth tran- 
sition, aware that a bumpy 
ride would reflect negatively 
on its competence. 

As a result, little is being 
left to chance, although seri- 
ous demonstrations in Hong 
Kong and an over-reaction 
by the police could yet mar 
the occasion. 

Mr Jiang and his col- 
leagues know that not only 
will the world scrutinise the 
transition, but also mainland 
eyes will be fixed on Hong 
Kong for the weeks that lie 
ahead. If events proceed 
smoothly, the leadership will 
increase its political credibil- 
ity in the eyes of locals. 

China's rulers will also be 
conscious that resumption of 


sovereignty over Hong Kong 
under the “one country, two 
systems” formula will have 
far-reaching implications for 
China itself. 

Mr Deng, with his genius 
for fashioning creative solu- 
tions to knotty political 
problems, dealt cleverly with 
the issue of how to graft cap- 
italist Hong Kong on to nom- 
inally socialist China. 

But risks remain for Bei- 
jing in its embrace of what 
may prove to be a bother- 
some child. 

Hong Kong, with its rela- 
tively free-wheeling system 
compared with China, is an 
example to L2bn Chinese of 
how their own system may 
evolve. Hong Kong may 
become a beacon for a speed- 
ier political transformation 
on the mainland t han Chi- 
na's leaders believe is desir- 
able. 

Beijing - which will be 
highly sensitive to the use of 
Hong Kong by pro-democ- 
racy activists, or those repre- 
senting special interest 
groups such as the Tibetan 


lobby - seems certain to 
have its patience tested. 

But for now, China’s pro- 
paganda machine is focusing 
the nation's attention on 
Hong Kang's ‘return to the 
motherland", thereby invest- 
ing the event with sacred 
purpose. 

. President Jiang, anxious 
to secure his position,' hopes 
to bask in the reflected polit- 
ical glory of putting behind 
China the “unequal treaties" 
under which Hong Kong was 
mandated to Britain by the 
weakened Manchns. 

Propagandists are not 
stinting in their efforts to 
remind the populace of the 
event's historical signifi- 
cance, and, by Implication, 
Mr Jiang's role. 

Chinese leaders have not 
made a habit of courting 
public opinion, but swelling 
national pride over Hong 
Kong may be regarded as 
useful by a post-Deng leader- 
ship intent on establishing 
its own legitimacy. 

In this respect, the Hong 
Kong handover timing is for- 



Ctraia's president Jiang Zemin: a smooth handover could give him the Impetus to put his stamp on leadership for the next five years hbuw 


tuitous tar Mr Jiang as it 
provides window-dressing 
for what seem likely to be 
robust political discussions 
in July and August in prepa- 
ration for the party con- 


In August, China's leader- 
ship retreats to Beidaihe, the 
summer resort east of Bei- 
jing, to debate political 
events. Its deliberations this 


year about personnel 
changes and policy will he 
sharpened by the knowledge 
that the forthcoming con- 
gress will put the seal on the 
new post-Deng era. 

Mr Jiang, fresh from pres- 
iding over the handover, will 
hope that a successful tran- 
sition gives him the impetus 
to put his stamp on leader- 
ship and policy for the next 


five years. Like a politician 
running for office in the 
west, he will use Hong Kong 
as a political tooL 
Importantly, he will be 
able to point to Hong Kong 
as proof that the new team is 
assiduously implementing 
Mr Deng's legacy. The 
resumption of sovereignty 
over Hong Kong is one of the 
items oh the checklist of 


“great tasks" in Mr Deng's 
blueprint for China towards 
2000 announced in 1980. 

Beijing is certain to invoke 
Mr Deng frequently in the 
weeks ahead and while the 
deceased patriarch may be 
physically absent from the 
handover, bis name will not 
be far from the lips of those 
who are seeking to as«nmB 
bis mantle. 
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THE VIEW FROM WASHINGTON • by Bruce Qark 




China moves forward: a young Beffwigar and hb father admire a place of contempor u g y scutofave of 
traditional danoaca to a petit The mainland's handling of Hong Kong’s transition wffl influence its 
relations with the rest of the world as it moves Into the 21st century name- 


Terms of engagement 

The territory's return to the mainland presents a test of US policy 
in China and beyond 


Within min- 
utes of being 
confirmed as 
DS secretary 
of state last 
February, Mrs 
Madeleine Albright made 
her first official telephone 
calL It was to Mr Malcolm 
Bifkind, then UK foreign 
secretary, and bo* main pur- 
pose was to underline US 
interest In the future of 
Hong Kang. 

This gesture, combined 
with Mrs Albright's decision 
to attend the ceremonies 
marking the handover of 
Hong Kong to Chinese rule, 
brings home the way that 
Washington has steadily 
taken over from London the 
role of main advocate for 
western concerns — whether 
they be humanitarian or 
economic - in the territory. 

In order to justify their 
growing preoccupation with 
Hong Kong, US officials 
have learned to reel off an 
impressive list of statistics. 

Mr Sandy Berger, the 
national security adviser, 
recently described the terri- 
tory as “the capital oT Amer- 
ican business In the fastest- 
growing part of the world”, 
where some 1,100 US firms 
were running successful 
operations. 

It was also one of the few 
places in Aria where the US 
enjoyed a trade surplus - of 
about S4bn last year - and 
the territory provided port 
facilities for more than 80 
visits a year by the US navy. 



CSntorc the credibility of Me 
China poicy is at stake 

said Mr Berger. 

He might have added that 
about 36,000 of his compa- 
triots live in Hong Kong, 
and US investment - which 
is worth some 814bn - 
accounted for a quarter of 
the territory’s manufactur- 
ing output. 

But than are even more 
fundamental reasons why 
US administration will be 
watching China's policy in 
Hong Kong with an eagle 
eye. The credibility of Presi- 
dent Bin Clinton's stance in 
one of the most sensitive 
areas of foreign policy is at 
stake. 

If events in Hong Kong 
take a nasty turn, that will 
soon take its place alongside 
issues such as Tibet, the 
treatment of religious 
believers, prison labour and 
the fate of political dissi- 


dents among the arguments 
that are cited by Congressio- 
nal sceptics who regard 
President Bill Clinton being 
too soft on China. 

The administration found 
itself wrong-footed in April 
this year when Mr Martin 
Lee, the leading pro-democ- 
racy politician, received an 
enthusiastic reception on 
Capitol Hill - which seemed 
to browbeat the White 
House into offering Mm its 
own, somewhat tardy invita- 
tion. 

But in one respect, the 
Hong Kong issue has been a 
blessing for the administra- 
tion's China, policy. Both Mr 
Lee, the outgoing British 
administration and almost 
everybody else in the terri- 
tory have concurred in 
urging the US Congress to 
swallow its doubts and 
renew China’s “most 
favoured nation" trading 
status. 

Mr Newt Gingrich, the 
speaker of (he House of Rep- 
resentatives, was one influ- 
ential Republican who at 
one point suggested that 
MFN be renewed for less 
than a year - but later 
swiftly reverted to support 
for the administration's call 
for an extension of a foil 
year. 

Mr Gingrich said that 
there would be something 
odd about being more pro- 
Hong Kong than the territo- 
ry's own people. 

Senator William Roth is 
another respected commen- 


tator on foreign affairs who 
has taken his cue from Mr 
Lee and the colonial author- 
ities as he lays out his 
grounds for supporting the 
status quo in trade rela- 
tions- “It is not in our inter- 
est. nor in the interest of the 
Chinese people, and cer- 
tainly not in the interest of 
Hong Kong - for 'which 
there is great concern 
among the American people 

- to revoke MFN," he said 
recently. 

“We all deplore many of 
the practices of China, but I 
am. of the firm conviction 
that the best chance we 
have of influencing them, 
and helping them bring 
about the role of law is 
through engagement,” Mr 
Roth added. 

This argument - that Bei- 
jing is bound to change 
through deepening involve- 
ment with the outside world 

- has been put forward in 
even stronger terms by the 
administration. 

A senior White House offi- 
cial puts the case for 
engagement with China as 
follows: “The only argument 
they {the sceptics] can make 
is that the Chinese are so 
clever, they are simply con- 
structing relations with ns 
In order to build themsleves 
up economically and become 
really dangerous. 

“But even if you set out to 
play that game, you would 
lose... because by the very 
process of engagement, they 
trill transform themselves. 


They will forget the nefari- 
ous motive that started 
them down that path.” 

These are bold predic- 
tions, which coincide per- 
fectly with the support: for 
“market democracy” that 
informs US policy in regions' 
ranging from Latin America 
to central Europe. 

The administration, while 
acknowledging the difficulty 
of making any long-term 
predictions about Ch i™, has 
defended its policy by Say- 
ing that engagement: is 
already bearing fruit, fa 
areas ranging from environ- 
mental policy to arms prolif- 
eration. 

Beijing, it is argued, has 
acknowledged that there are 
good reasons to avoid trad- 
ing in military technology 
with pariah states such as 
Iran - and has shown some 
degree of restraint. 

Despite the disbelieving 
guffaws of sceptics in Con- 
gress, the State Department 
has reacted to arms prolifer- 
ation by imposing heavy 
penalties on specific Individ- 
uals and firms in China and 
Hong Kong - while absolv- 
ing the Beijing government 
of any direct responsibility. 

But this has Iwn a diffi- 
cult line for the admlnista- 
tlou to sustain. Its senior 
officials acknowledge that 
they are worried by Chinese 
deliveries to Iran of precur- 
sors for the manufacture of 
chemical weapons, as well 
as powerful conventional 
weapons such as anti-ship 
missiles. 

If Beijing cracks down 
hard on dissent in Hong 
Kong, arguments about the 
civilising effect of engage- 
ment and capitalist develop- 
ment could suffer a mortal 
blow - both on Capitol H1B 
and far beyond. 
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turning point in Sino- 
British relations. 


China promulgates 
the Basic Law, Hong 
Kong's post-1997 
constitution. 


Chris Patten, former 


party cha i rman of 
Britain’s ruflfig 
Conservative Party, 
becomes governor of 
Hong Kong. Patten 
launches electoral 
reforms which are 
denounced by China 
Relations between 
the two countries 
deteriorate. 


China sets up a 
Prel imi nary Working 
Committee {PWC) to 
help shape Hong 
Kong's first post-1997 
administration. 


sentative legislative 
elections to date under 
the auspices of Patten's 
reforms. Democrats 
take the majority of the 
direct vote 


China sets up 

September: Hong Kong the Preparatory 
holds its most repre- Committee, replacing 


the PWC, to oversee 
Hong Kong’s transition 
in line with the Basic 
Law and decis i ons of 
China’s parliament 


March: British prime 
minister John Major 
visits and says ‘Hong 
Kong wDJ never walk 


alone’. Pledges Britain 
wfll fight for 1984 treaty 
to be respected by 
China. 


December: A 400- 
member selection 
committee chooses 
Tung Chee-hwa, the 
shipping tycoon, as 


chief executive (post 
colonial leader). 


January: Provisional 
LegteiHture holds first 
meeting in Shenzhen, 
China, to avoid legal 
challenge from Hong 
Kong Democrats 
who argue that Its 


activities are 
unconstitutional. 


February 19: Hong 
Kong shrugs off death 
of Chinese leader 
Deng Xiaoping with 
barely a ripple and 
markets remain 
unaffected. 


March 12: Hong Kong 
unvefls first annual 
budget drawn up with 
China for year of 
handover, with no major 
changes to traditional 
cautious fiscal policies. 


Aprfl 11: Britain closes 


HMS Tamar Naval Base 
on Stonecutter’s Island 
as the withdrawal 
gathers pace. 


April 21: 40-stnxig 
advance PLA guard are 
first Chinese troops to 
enter Hong Kong m 
preparation for handover. 
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CHINESE FORHCH POLICY • by Tony Walker 

Litmus test for 
foreign relations 

While the transition clears up a big piece of China's unfinished 
business, success or failure will influence how the world sees it 


The restless 
quest by the 
Chinese lead- 
ership to 
establish what 
_ .— it sees as its. 
international prerogatives 
wID take a big step forward 
with its resumption of sover- 
eignty over Hong Kong. 

For China, the return of 
the territory to mainland 
control clears up a crucial 
piece of itTrffniBhwd business, 
but at the same time the 
transition will leave exposed 
more starkly the continued 
impasse over Taiwan. 

Beijing seems certain to 
turn its attention to Taiwan 
after Julyl. China under- 
stands that a smooth transi- 
tion and aftermath in Hong 
Kong is critical to its 
attempts to counter 
Taiwan’s drift away from its 
embrace. But it also faces a 
string of other complex 
issues in its efforts to stabi- 
lise its foreign policy, not 
least in its fractions relation- 
ship wfth the US which is 
buffeted by arguments over 
questions ranging from 
human rights and trade to 
arms proliferation. 

Beijing believes that an 
improving relationship with 
the US is central to its for- 
eign policy aims of securing 


a stable and nan-threatening 
international environment 
that will allow it to concen- 
trate on economic reforms. 

Mr Qian Qir.hpn, China’s 
foreign minis ter, expressed 
this in an address earlier 
this year to the Council on 
Foreign Relations in New 
York when he said of the 
Sino-US relationship: “We 
share a common responsibil- 
ity in maintaining peace and 
stability in both Asia-Pacific 
and rest of the world. 

“We also share important 
responsibility In promoting 
global economic prosperi- 
ty .. . The need for both 
countries to stay engaged 
with each other is increas- 
ing, not decreasing ... We 
should firmly bear these 
common interests in mind 
and step up co-operation.” 

China reganfc as self-evi- 
dent the need for what offi- 
cials describe as the “largest 
developing country" and 
“largest developed country" 
to draw closer together, and, 
therefore, finds it perplexing 
that domestic pressures In 
the US appear to be driving 
the two apart. 

Bering knows its Tesump- 
tion of sovereignty over 
Hang Kong will be seen by 
the world as a litmus test of 
its good faith in upholdin g 


agreements over Hong 
Kong’s “separateness” from 
China under the “one coun- 
try. two systems" formula. 

But the jury is out on 
whether it will refrain from 
interfering in the territory’s 
affairs to the detriment of 
Hong Kong and its people. 
China’s behaviour will be 
closely scrutised in the com- 
ing months. Its performance 
will have a direct impact on 
its standing internationally 
and, more to the point, on its 
relations with countries 
such •as the US and Britain. 

Chinese officials have 
expressed hope that the 
changB of government in the 
UK will allow Britain and 
China to put behind tham 
disagreements about the 
transition to mainland con- 
trol, especially acrimony 
over governor Chris Patten’s 
democratic reforms. 

But British prime minister 
Tony Blair’s ability to pro- 
mote such a partnership wDl 
largely be determined by 
China’s behaviour towards 
Hong Kang. Undue interfer- 
ence will make it harder far 
the Labour government to 
accommodate Bering. 

China’s nffiefol madia hfta 
commented approvingly on 
the statement by Mr Blair on 
the eve of the el ecti on that 


Hong Kang should become a 
“bridge, not block, between 
Britain «nri China". But Mr 
Blair needs to tread care- 
fully. Critics in Britain and 
Hong Kong will pounce at 
any sign of the government 
putting expediency above 
principle. 

As Mr Martin Lee, leader 
of Hong Kong's Democratic 
Party and a critic of Belting, 
said in a recent newspaper 
column: “We in Hong Kong 
note Mr Blair's post-election 
commitment to ‘noble 
causes, duty and decency*. 
There cannot be a more 
noble cause, a greater duty, 
or a more decent thing than 
to preserve the freedoms of 
Hong Kong’s &5m people." 

But China’s officials want 
to reassure doubters that 
China will live up to its com- 
mitments. Mr Qian, in his 
Council on Foreign Relations 
speech, said: “The success in 
implementing the principle 
of ‘one country, two systems’ 
will assure Hong Kong's sta- 
bility and prosperity. It is 
not only in the interests of 
Hong Kang and China, hut 
also the interests of other 
countries and regions, 
inrihiding the US, that have 
extensive economic and 
trade links with Hong 
Kong.” 


China’s foreign minister 
did not mention Taiwan in 
his New York speech, but 
there Is no doubt that cross- 
strait relations loom huge in 
Beijing’s calculations. Chi- 
na's 15th Communist Party 
Congress, due to take place 
in the autumn, will require 
the leadership to provide an 
acconnting of progress 
towards reunification. 

President Jiang Zemin 
may use the occasion to hint 
at fresh initiatives to end a 
lengthy hiatus in cross-strait 
contacts. Informal talks 
aimed at generating momen- 
tum towards serious negotia- 
tions collapsed after the visit 
to the US in 1995 of Taiwan's 
president Lee Teng-hui. 

A furious Beijing sought 
to intimidate Taiwan by 
launching missiles into 
waters near its main ports. 
China’s action prompted the 
US to station two carrier 
task forces in the region, 
resulting in a serious cooling 
of Sino-US relations. 

Beijing and Washington 
have “quarantined" the 
Taiwan Issue for the time 
being, bnt it remains a 
patent threat to the relation- 
ship and to regional stabil- 
ity. Its handling requires 
continuing sensitivity and 
restraint on all sides. 

China's management of 
Hong Kong win colour per- 
ceptions about its good faith 
on issues ranging from 
Taiwan to its intentions in 
the South China Sea, the 
focus of territorial disputes 
with many of its neighbours, 
including Vietnam. Hong 
Kong's return to China's 
control marks a watershed 
in Chinese foreign policy. 
Beijing’s ability to make the 
best - or worst - of the tran- 
sition is in its own hands. 



Qian Qtchan, Chfenfs veteran fora&i minister speaks of a ‘common responsfcffity* with the US In 
makitaMng peace and stabffity Mu*, 
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THE VIEW FROM TAIWAN • by Laura Tyson 

Concern from 
across the strait 

Taipei's leaders fear that Beijing will use the 
island's strong trade links with Hong Kong to 
force them to make political concessions 


Future development of cross-strait 
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Nowhere will 
Hong Kong's 
handover be 
watched more 
closely than 
in Taipei- The 
“one country, two systems* 
formula to be applied to 
Hong Kong was forged with 
Taiwan in mind, and qui te 
apart from the overarching 
politics of reunification, the 
return of Hong Kong 
prompts thorny issues of 
trade and economics across 
the Taiwan Strait 

While few doubt that 
Taiwan’s strong economic 
links with Hang Kong wfD 
continue to flourish, con- 
cerns are growing that Bei- 
jing may attempt to use that 
vital lifeline as leverage 
with which to force Taiwan 
to make political conces- 
sions. 

These cancans have been 
heightened by a protracted 
standoff at the negotiating 
table. Beijing has refused to 
return to talks since dia- 
logue was broken off in 
June 1995. 

The immediate cause was 
a private visit fay President 
Lee Teng-hui to the US. The 
broader problem is Beijing’s 
belief that the Taiwanese 
leader is forging a policy 
towards independence: 


Faced with this diplomatic 
impasse, Taiwan is anxious 
that its ties with Hong Kong 
do not become ensnared in 
cross-strait manoeuvres. 

“We would like to she 
minimal changes to the cur- 
rent relationship after 
July," said Mr Iin Chung- 
pin, vice-chairman of 
Taiwan’s cabinet-level main- 
land affairs council, which 
formulates China policy. 

“We want to maintain a 
low profile in Hong Kong 
and we will be pragmatic 
and flexible.* 

Mr Qian QWiwi, China’s 
foreign minister, has given 
assurances that Taipei’s ties 
with Hong Kong - tadoding 
its quasi-official representa- 
tive offices - can remain in 
place as long as they do not 
engage in activities incon- 
sistent with their designated 
fitatoSi 

But details remain fmay. 
Taipei's most important 
agency in Hong Kong, the 
Chung Hwa Travel Agency, 
which functions as a consul- 
ate offering visa services, is 
tacitly permitted to operate 
by the UK authorities but is 
not officially registered in 
Hong Kong. ' 

A vital agreement unship- 
ping was reached at the end 
of last month allowing the 


continued passage of trade 
through Hong Kong. How- 
ever, the accord was 
described as temporary, 
pending final agreements on 
the flagging erf vessels. 

Apart from the uncer- 
tainty about technical mat- 
ters, Taiwan is concerned 
about the longer-term impli- 
cations of Hong Kong's 
handover. The conventional 
wisdom is tint once Hong 
Kong is well in hand, Bei- 
jing will train its attention 
an the island that it views 
as a renegade province and 
will step up pressure for its 
eventual re u nificati on with 
the mainland. 

Mr Andrew Yang, secre- 
tary general of the Chfntwe 
Council of Advanced Policy 
Studies, predicts that China 
in early 1996 will launch a 
“peaceful reunification" pro- 
paganda campaign in tan- 
dem with “drastic political 
manoeuvres” to force 
Taiwan into conces- 

sions. 

“Beijing wtQ push its one 
country, two systems for- 
mula on Taiwan and the 
international community," 
MT Yang says. 

Few expect Beijing to 
revert to staging missile 
tests mid military exercises 
near Taiwan as it did during 



Taiwan’s first democratic 
presidential elections in 
March last year. 

The percentage of the pop- 
ulation which supports out- 
right independence for the 
Country, althnng li wiwll, is 
growing and rises each time 
Beijing steps up pressure on 
Taiwan. 

Mr Lin believes that Bei- 
jing is waging a “smokeless 
war* against Taiwan. “They 
are now using economic and 
other non-military instru- 
ments to achieve a psycho- 
logical effect. They win fry 
to make our people think 
Taiwan is losing and time is 
on China’s side," he says. 

Domestic debate over 
whether Taiwan should fur- 
ther open the door to China 
will inevitably Intensity, 
although a February public 
opinion survey showed that 


a solid 47.6 per cent of 
respondents thought the 
current pace of cross-strait 

relations was ^jnst right", 
and just 16.4 per cent 
thought the pace “too slow”. 

Another poll showed that 
an overwhelming 80 per 
cent of respondents sup- 
ported maintaining the sta- 
tus quo, while 8.7 per cent 
supported immediate inde- 
pendence and 5 per cent 
advocated immediate reuni- 
fication. 

“Some people say that if 
Hong Kong is successful, 
then this can provide some 
sort of role model for 
Taiwan,- says Ms Chung 
Chin, a specialist in cross- 
strait relations at the Cbnng 
Hua Institution for Eco- 
nomic Research. 

“But that does not neces- 
sarily mean we want to 


reunify with China. The 
international trend is 
toward economic integra- 
tion bnt political indepen- 
dence," be says. 

Taipei insists the one 
country, two systems for- 
mula is not applicable. 
“Unlike Taiwan, Hong Kong 
and Macao are colonies. 
They do not have armies, 
foreign embassies or sover- 
eignty, all of which we have. 
Our people resent that way 
of thinking,” says Mr Lin. 

Beijing is also trying to 
emulate in Taiwan the 
method which it employed 
to great effect in Hong Kong 

- enlisting the business 
community to promote its 
cause. In Chinese this tactic 
is called “yi shang bl guan" 

- or “use business to force 
politics". 

This strategy may prove 
less effective In Taiwan, 
where business has less 
influence. Nevertheless, 
Taiwan's corporate commu- 
nity will continue to press 
the government to expand 
economic ties with China, in 
part because of the deterior- 
ating investment climate in 
Taiwan itself. 

Taipei restricts invest- 
ment in China and tries to 
discourage high-profile 
Investments, but many com- 
panies skirt the curbs. For- 
mosa Plastics has openly 
rii alien god the government 
with its planned US83bn 
power plant project in 
Fujian province, 

“The government wants to 
keep control over businesses 
investing in China, but 
whether this policy can be 
maintained is a serious 
question.” says Mr Lu Ya-li, 
a politics expert “Sooner or 
later the government is 
going to clash with busi- 
ness." 
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ECONOMIC INTERDEPENDENCE: 


The return to mainland control affects areas such as financial markets/investment and trade 


FINANCIAL FLOWS* by Louise Lucas 


Cross-border 


Since January 1996 

. Comapny name 


Jul China Owraaas Land & luv e aliim i t 




cash point 


Sep China Travel International Investment Hong Kong 792 


LLZI 


Sep Guangdong Investment 


OCT CX3SC0 Pacific 


Hong Kong’s role as a financial centre for China 
will be strengthened after the handover 


Oct Sbougeng Concord International En te rp ris es 


1 997 Jan CMna Travel Intematkanal Invastanant 


Only four 

years ago zeal- 
ous mainland 
border offi- 
c i a 1 s 
impounded 
the financial details of a 
state-owned brewery that 
was selected as the country's 
pioneering overseas listing. 
According to those involved, 
they accused their accoun- 
tants of trying to abscond 
with state secrets. 

Today these “state 
secrets" pour unheeded 
across the border. 

Cash moves in the oppo- 
site direction. About U$S5bn 
has been raised in primary 
offerings by former state- 
owned enterprises and an 
estimated further US$3bn by 
red chips, or mainland- 
backed companies. 

China started capitalising 
on Hong Kong as a fund rais- 
ing platform in 1993, with 
the pioneering H share issue 
of Tsingtao Brewery. Tsing- 
tao raised about HK$889m - 
and the Hong Kong initial 
public offering was 110 times 
oversubscribed. 

Since then 29 H shares - 
Hong Kong listed, former 


state owned enterprises - 
have been floated and as 
many are in the pipeline. 
The red chips have also been 
flourishing. 

Bankers say the handover 
will only cement the finan- 
cial ties that bind country 
and special administrative 
region. 

“The future of Hong 
Kong's capital markets is 
For -Hong Kong to 
become a larger stock mar- 
ket than London - which it 
will be in 25 years - will 
require the flotation of Chi- 
nese assets." says Mr Philip 
Tose, chairman of Peregrine 
Investments. 

The government is equally 
confident that the key to 
Hong Kong's continuing for- 
tunes lies north of the bor- 
der. Mr Rafael Hui, secretary 
for financial services, says 
that within a decade Hong 
Kong will be an. even more 
sophisticated financial cen- 
tre, thanks to a combination 
of capital and liquidity from 
China. 

Mainland companies have 
until recently had a patchy 
time on the Hong Kong mar- 
ket - partly a reflection of 


the mainland’s credit 
squeeze and also due to per- 
ceived management prob- 
lems in the individual com- 
panies. But with the 
handover looming, investor 
enthusiasm is starting to tip 
off . the scale. 

Not surprisingly, issuers 
are eager to tap t h i s demand. 
Bankers report a large num- 
ber of companies jostling to 
come to market while the 
territory is still under Brit- 
ish rule. 

Ironically there Is a belief 
that their passage to capital- 
ism will be smoother now. 
while it entails two sover- 
eigns rather t han one. 

The most prominent trend 
recently has been for munic- 
ipalities to list “window" 
companies, such as the capi- 
tal's Beijing Enterprises. 
“The west privatised indus- 
tries, China is privatising 
cities," says Mr Tose, who 
claims that Peregrine 
invented red chips with the 
market creation of Cldc 
Pacific, Beijing’s flagship 
investment vehicle. 

Bankers do not expect Chi- 
na's short march to capital- 
ism to falter. "I don't see the 


Jan CMnaBrarbiitihtTecbnolagy 


Jan China Ovwbb&b Land &-lnvastnwnt 
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process slowing down 
because it is too important a 
tool for the Chinese as far as 
getting foreign investment 
and foreign money into 
China,’* says Mr Louis Koo, 
head of corporate finance 
(Hong Kong and China) at 
ABN Amro Hoare Govett 

“Although on tbe one 
han d they are saying assets 
are being sold cheaply to for- 
eign investors, on the other 
hand what is the alterna- 
tive? There are no alterna- 
tives. They need money to 
expand the economy.’* 

The question of cheap 
asset sales Is one which Bei- 
jing leaders are now address- 
ing but few predict any 
changes affecting the finan- 
cial markets. 

Mr Hui is confident that 
this is one of the last areas 
Beijing will seek to change, 
“for the simple reason there 
has always been a high 
degree of consensus between 
Hong Kong and China on 
economic policy. From Mr 
Tung Chee-hwa's point of 
view, it is not an area that 
gives him a lot of sleepless 
nights, so why think about 

itr 

Mr Hui concedes, however, 
that Hong Kong's capital 
markets are not quite the 
stuff of text books. While the 
stock market is now seventh 
biggest in tbe world and tbe 
least restrictive and most 
liquid in the region - the 


debt market is paltry. Mean- 
while, competition from else- 
where in the region is 
escalating. 

"Bond markets have 
always been the gap for us 
in terms of our status as a 
financial centre, but things 
will happen gradually, ” says 
MrHuL 

Hfe optimism is fuelled by 
two developments: the cre- 
ation next year of a manda- 
tory pension fund, which is 
expected to be operational in 
the fourth quarter and will 
create demand for fixed 
income instruments; and 
this year's launch of the 
Mortgage Corporation, 
which aims to securitise 
banks’ home loan portfolios. 

Others are more circum- 
spect Mr Stephen Taran, a 
manag in g director at Leh- 
man Brothers in Hong Kong, 
reckons corporations will 
prefer to access interna- 
tional markets where they 
can obtain funds' up to 100 
years - as China has done. 

He highlights China’s his- 
toric aversion to debt “Chi- 
na’s political philosophy is 
you cannot be a great power 
if you are heavily indebted 
to the rest of the world, as it 
was in the early 20th cen- 
tury. Its whole philosophy is 
to limit dependence an for- 
eign debt" 

In chasing China debt 
Hong Kong could also find 
itself up against a daily more 



formidable competitor: the 

mainland itself in the shap e 
of Shanghai. 

Already the city has an 
active domestic and hard 
currency stock market Its 
late arrival cm the scene has 
enabled it to leapfrog exist- 
ing technology and to 
employ the latest paperless 
trading systems. 

Mr Mark Hantbo, manag- 
ing director at Morgan Stan- 
ley Asia, notes that in mid- 
May tbe domestic markets In 
Shanghai and Shenzhen, 
across the border from Hong 
Kong, were rjnrftfng up an 
average daily turnover of 


HK$28bn. or double the 
amount that Hong Kong was 
processing. 

“Obviously a lot of people 
who are playing China right 
now are playing it through 
Hong Kong, and in time one 
would hope for the ability to 
invest in Shanghai directly. 
You think China is in its 
infancy, but in terms of a 
market where people are 
putting money to work it’s 
extremely attractive," he 
says. 

But for Mr Edgar Cheng, 
chairman of the Hong Kong 
Stock Exchange, rivalry with 
Shanghai Is not an issue. 
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The pie is just going to keep 
growing and the territory 
starts with a slew of advan- 
tages - not least the reten- 
tion of low taxes and an 
open market - while the 
absence of foreign exchange 
controls makes Hong Kong 
the most liberal place in the 
Asian time zone. 

Like his peers, he sees 
challenges. But as long as 
aircraft and trains continue 
to cross the border, the. 
moneymen will shuttle to 
and fro, suggesting that capi- 
talism is one Hong Kong 
habit Beijing has had little 
trouble acquiring. 



infrastructure for companies either in 
or entering Asia from our increasing 
range of services - property agency 


With Asia destined to become the 


world's economic powerhouse in the 
twenty first century, opportunities for 
businesses entering the region and 
those already here are enormous. To 
capitalise on these opportunities, your 
business needs the support and vision 
that only we can offer. 


and management, security services, 
facilities management and main- 
tenance, integrated sports services, 
event and contract catering and 
managed healthcare services. 


At your service 
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INFRASTRUCTURE * by Louise Lucas and James Harding 


Over a decade of local knowledge has 
seen us grow from a property services 
company to become one of the most 
comprehensive providers of business 
and property services in Asia. 


With the support of our parent First 
Pacific Company, one of the largest 
and most successful conglomerates in 


Calling in the builders 


With its geographic proximity and access to skills, the territory will 
play an increasingly prominent role in China’s drive to mnHp mjtP 


We can create a tailored business 




Asia, we constantly seek new sen/ice 
business opportunities to provide your 
company with the support it needs to 
help it run more effectively, efficiently 
and profitably. 


First Pacific Davies Holdings 


THE SERVICES GROW IHRIHM 


Helping your business run smoother 


23ff TWo Exchange Square, 8 Connaught Place, Central, Hang Kong 
Telephone (852) 2S2S-4418 Faomiile B52J 280-4386 


After nearly 
two decades 
of using 
China as a 

factory site, 

Hong Kong 
companies are moving the 
builders in - helping con- 
struct the roads, ports and 
power plants that will pro- 
vide the platform for Chi- 
na’s next stage of economic 
development 

China's infrastructure 
needs are huge: the World 
Bank estimates that about 
45 per cent of the US$3bn a 
year it lends the mainland 
winds np in infrastructure 
and the private sector is 
pumping in still more. 

Beijing itself has pin- 
pointed infrastructure as a 
pillar of economic develop- 
ment The Ninth Five-Year 
Plan, the government blue- 
print for development 
between 1996 and 2000, 
shows China’s total invest- 
ment in fixed assets is 
expected to reach 
USSL500bn. Over the next 
10 years, investment In 
infrastructure is likely to 
reach USS80Qbn. 


Hong Kong companies 
have been private sector pio- 
neers in infrastructure 
development. Hopewell 
Holdings, builder of the 
Shenzhen-Guangzhou super- 
highway as wen as power 
plants, has invested 
US$4.4bn. 

Two-of the territory's big- 
gest property developers. 
New World Development 
and Cheung Kong Holdings, 
last year spun off their 
mainly China-based Infra- 
structure arms. By creating 
separately listed vehicles, 
funds were raised for more 
projects and - they say - 
management is better able 
to devote time to these pro- 
jects. 

Hutchison Whampoa, the 
conglomerate which, like 
Cheung Kong, Is controlled 
by Mr Id Ka-shing, has been 
active in ports development 
in Shanghai, Yantlan apd 
feeder ports in southern Chi- 
na’s Pearl River delta. 
Between 1990 and 1995, 
China added 300 new berths 
to its ports capacity, raising 
tbe total to 1,263. 

But while the territory's 


companies may be at the 
forefront of those involved 
in developing China infra- 
structure, they are being 
pursued by big global names 
such as ABB, the Swedish- 
Swiss infrastructure and 
power company, and 
Anglo-French GEC-Alsthom. 

Shortlists for China’s two 
trailblazing build-operate- 
transfer power projects, Lai- 
bin B and Changsha, were 
dominated by foreign play- 
ers: the former, a FfrSbn 
<$0.52bn) plant, went to 
Electricitd de France and 
GEC-Alsthom. 

This trend has in turn 
accentuated Houg Kong's 
second role In building 
China: providing finance. 
About USSlbn in equity is 
being raised this year for 
toll roads alone; other 
equity issues have been 
launched for railways and 
power plants. 

More funds are being 
sought via project finaurg, a 
method which has moved 
out of the limelight in 
recent years due to concerns 
over guarantees, foreign 
exchange convertibility, and 


China’s legal and regulatory 
environment. Bankers say 
project finance for China 
only took root last year. 
Until then, the requirement 
for guarantees meant proj- 
ect finance was not erf the 
classic limited-recourse or 
non-recourse format 

Now, particularly with the 
imminent financial closure 
of the pioneering Laibln B 
power plant, there has been 
a sharp rise in project 
faian.ee deals. Up to ODC-and- 
a-half years has been shaved 
off the usual approval to 
famneial closure for Laibln 
B, and Changsha is expected 
to be even quicker. 

Bankers expect the BQT 
experience to ease the bot- 
tleneck of projects and they 
predict a more fruitful year 
for their project finance col- 
leagues. The initial wave is 
likely to re main in the tradi- 
tional areas of transporta- 
tion, roads and power 
plants, with telecoms com- 
ing in later as Beijing 
relaxes the current ban on 
foreign involvement 


Continued on page 11 
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HONQ KQNO COMPANIES IH CHINA, hv I n.,1^ i 


Investors 
march on 
into new 
territory 

The pattern of spending on the 
mainland is shifting from process 
industries to the infrastructure 
needed to help China modernise 


Corporate investment in China 
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Hong Song 
Icompanieg 
have long 
| been in the 
I vanguard of 
' the commer- 
cial march into China. The 
territory accounts for some 
60 per cent of China's exter- 
nal investment - as much as 
80 per cent in the case of 
neighbouring Guangdong 
province - and the parse 
shows no signs of slowing 
down. The pattern of spend- 
ing is. however, nndargotng 
a metamorphosis. 

The first wave of Hmtg 
Kong Investors In China 
essentially comprised pro- 
cess industries, keen to capi- 
talise on China's cheap lufl 
and labour to feed overseas 
demand. Today’s investors 
are more likely to be build- 
ing office blocks, roads and 
power plants - the infra- 
structure which will allow 
mainland China to modern- 
ise its economy. 

Even so, manufacturing Is 
set to remain crucial to 
Hong Kong Investors well 
into the next miHamiiixm, as 
the case of V-Tech, an elec- 
tronics company which has 
a USf 150m factory in Dang- 
guan in southern China 
illustrates. It plans to com- 
plete its second US$2 00m 
plant in 2008, quadrupling 
its production capacity. 

The company, turns out 
some 15m educational toys a 
year, along with cordless 
phones and computer prod- 
ucts. 

“On certain fronts X hope 
that it will be easier after 
the handover," says Mr 
Allan Wong, cimtrnum and 
chief executive of the com- 
pany. 

*T hive that cross-barrier 
formalities will be simpler 
once Hong Kong is part of 
China - the congestion is 
pretty bad these days - and 
we can maybe have lower 
import berriers," Mr Wong 

HlHg. 

Chased out of Hong Kong 
in 1985 by labour shortages 
in the territory, V-Tech has 
been impressed by the stan- 
dards among its 20,000 
mainland workers - includ- 
ing the graduates holding 


supervisory jobs. 

More recently, the engi- 
neering talent pool 
prompted it to shut research 
and development to China, 
to a department which now 
employs 300 people. 

Tbs- move into more val- 
ue-added areas is one Mr 
Ronnie Chan, chairman of 
Hang Lung Development, 
the pr op erty company, alan 
believes will accelerate. 
There are tons of opportu- 
nities for servicing manufac- 
turing," he says. 

He believes this is an area 
where Hong Kongers can 
play a Mg role. O p p o r tun e 
ties cited by Mr Chan 
Include making products 
more competitive by, for 
example. Improving their 

pantrng Tw gr and rmfngr rrnrr o 

aggressive marketing tech- 
niques. 

Other manufacturers are 
also tatirfng about upgrad- 
ing their product lines. 

Equally ambitions are 
some of the infrastructure 
projects being built across 
the border with Hong Kong 
funds expertise. Mr Gar- 
den Wn, durifHMm of Hope- 
well Holdings, recalls how 
Chinese officials attempted 
to modify his proposals for a 
six-lane highway, by 
restricting it to two car- 
riageways. 

Yet the 128km superhigh- 
way Unking Hong Kong to 
Shenzhen was built with all 
six lanes, and in the space of 
two years (or one-fifth of the 
gestation period). Hopewell 
is now one of the biggest 
investors an the mainland, 
with projects predominantly 
in roads, power generation 
and hotels, and a total 
investment of some 
U$$4.4bn. A further 
TJS$700m is committed to 
projects that are currently 
under construction. 

More funds are due to be 
channelled across the border 
following the easing of 
credit controls in China. 
“Once file economy moves 
up, 1 will go full force," says 
Mr Wu, eddtng that China is 
an obvious target for Hong 
Kong in vestment beca use of 
Us physical proximity and 
kmgHBtanding ties. 
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Building fever in the People's Repubflc: China's infrastructure 
needs era enormous and Hong Kong companies remain at the 
forefront of the construction boom on the mainland snnuunwy 

Calling in the 
builders 




Other Hang Kong compa- 
nies expect certain benefits 
to flow following the hand- 
over: a long-running prob- 
lem on the superhighway, 
for example, has been the 
difficulty of allowing cars to 
drive through from Hang 
Kong. 

Hopewell executives hope 
that restrictions will be 
eased once the territory 
becomes a part of China 
after July L 

But Befjtng officials signal 
that benefits will flow both 
ways and point to a role for 
Hong Kong in plans to 
develop China's hinterland. 
There is much room for 
Hang Kong players there, ” 


says Ms Li Yaujtm, associate 
professor at the Research 
Institute for International^ 
Economic 'Co-operatian, iT 
state body. 

While Hong Kong compa- 
nies have been creeping 
away from their original 
stamping ground, in Guang- 
dong and around the Pearl 
River Delta, many are begin- 
ning to look further afield 
for opportunities. 

New World Development, 
a property developer that is 
one of the most aggressive 
investors in China with a 
committed spend of US$3bn, 
has undertaken projects 
which range from housing 
development in Wuhan to a 


liquid propane gas project in 
Ningbo. 

“At first we picked the 
major ‘cities along the 
coastal .areas. But recently 
the central government 
wanted to shift investors 
Inland, and so now we are 
looking at that possibility,” 
says Mr Henry Cheng, New ‘ 
World’s managing director. 

If Hang Kong companies 
are the logical front line 
investors in China, they are 
also among the most canny 
when it conies to s trategy . 
V-Tech, for example, has 
shunned the temptation of 
the domestic market and 
concentrated purely on man- 
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Mr Wang has been content 
to see overheads more than 
halved, even taking into 
account the provision of dor- 
mitories, recreation facili- 
ties and canteens for the 
mostly rural staff who come 
to work at the Donggnan 
factory. 

Few of Mr Wong's Hong 
Kong counterparts see any 
reason to turn off the invest- 
ment tap. 

“I’m pretty sure China 
win leave us alone," says Mr 
Chan. "But I’m not sure I 
want to leave them alone. 
There are huge opportuni- 
ties for Hang Kang compa- 
nies in China.” 


Continued from page 10 
“The appetite for project 
finance in China has Largely 
been unsatisfied in the past, 
and there’s considerable 
pent-up demand." says Mr 
Robin Gibbons, director, cor- 
porate and project finance at 
BZW Asia. 

Mr Kevin Julian, a partner 
in the infrastructure and 
project finance group at 
Freshfields, the law firm 
which acted for the sponsors 
on Laibin B, adds that this 
will in turn expand the role 
•of Hong Kong. “Far from 
diminishing, Hong Kong’s 
role wiU expand rapidly on 
the back of that development 
in China," he says. 

. Hong Kong's attraction is 
in part the availability of 
language and professional 
skills - bankers, lawyers 
and accountants - and in 
part its proximity to China. 

As projects appear in more 
for-flung provinces, away 
from the main cities, it is 
less easy to make direct con- 
nections from outside Hang 
Kong. 

Mr Gibbons sees a role for 


Shanghai to take on the 
mantle, but reckons this win 
not be for some time yet, not 
least because of the diffi- 
culty of attracting profes- 
sionals to work there. 

Even so, there has been a 
marked polarisation of the 
business in recent years. In 
1995, frustrated by the long 
delays in concluding deals, 
several banks have shifted 
project finance departments 
to Singapore where rents 
were cheaper and it was 
easier to service south-east 
Asia and the Indian sub-con- 
tinent 

Today, many operate in 
Hong Kong purely to service 
China. “China projects 
always seem to gravitate 
towards Hong Kong,” says 
Mr Julian. This is not to say, 
however, that the business 
ends up with local Hong 
Kong people. In contrast to 
equity or debt syndication, 
project financing remains an 
area heavily staffed by west- 
erners - according to one 
banker, a reflection of the 
longer lead times and less 
lucrative returns. 
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THE CHINA EFFECT • by Peter Montagnon 


In the tiger’s eye 


The success of the ‘one country, two systems' concept will depend 
on sound economic management on the mainland 


Chairman 
W.\ yfiiil Mao Zedong 
I. .rlonce report- 

t ‘ edly remarked 
-M that Hong 
jiflKong was no 
more than a pimple on Chi- 
na’s backside, hi economic 
terms at least the perspec- 
tive today is not quite so 
unflattering, even if the 
mainland still dominates. 
Hong Kong’s economy is a 
quarter the size of China's 
and the two are closely inter- 
twined. 

Long before the handover 
was even dreamed of, Hong 
Kong played an important 
role for china as a source of 
foreign exchange- Economic 
interdependence has grown 
since the Chinese reforms of 
1979 opened up the Pearl 
River delta to Hong Kong 
manufacturing investment 
Most analysts assume that 
the trend towards economic 
integration will intensify 
after July l, even under dif- 
ferent systems. 

China’s own growing sig- 
nificance in the world econ- 
omy means the Hong Kong 
business cycle is driven by 
developments north of the 
border. Gone are the days 
when Hong Kong’s economic 
affairs reflected the state of 
demand in North America. 

With US$99.3bn of paid-up 
foreign investment in tThma. 
Hong Eong accounts for 
more than half the overseas 
investment in the mainland. 
About 36 per cent of its trade 
involves transhipment to 
and from China, a share, 
which, according to Beijing’s 
ministry of trade, has been 
edging up. 

According to Mr Wang 
Wende, bead of Hong Kong 
affair s at the trade ministry 
in Beijing, the territory will 
continue to play an impor- 
tant role as a provider of 
infrastructure, capital and 
services for China after the 
handover. Its role as a gate- 
way will last for many years, 
he says, not least because 
Hong Kong's sophistication 
as a financial centre puts it 
well ahead of anything 
China can offer. 

Evidence that business- 
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men In Hong Eong agree is 
there for all to see. The terri- 
tory's ports are full of Chi- 
nese goods; its banks are 
busy arranging share issues 
for mainland companies and 
finance for large infrastruc- 
ture projects: its companies, 
often backed with mainland 
capital, are setting up deals 
to build new power stations, 
roads and telecommunica- 
tions installations. 

Not all agree, however. Mr 
Rajiv Lall, of E- M. Warburg 
Plncus in Hong Kong, argues 
that nhina will need Hong 
Kong less as it develops its 
own centres, further away 
from its newly industrialised 
south. Already, he says, the 
share of China’s trade that 
passes through Hong Kong 
is leveling out Eventually it 
will fall forcing Hong Kong 
to look outwards again 
towards the Pacific. 

“As the Chinese economy 
becomes larger, the relative 
importance of Hong Kong 
will diminish anyway,” says 


Mr Fan Gang, a Beijing- 
based economic consultant 
“But I don't think that this 
will have a big impact on. 
Hong Kong itself. It is only 
relative.” 

Thus, even as China devel- 
ops ports and financial cen- 
tres, Hong Eong will still 
make a living by providing 
services to southern China. 

But if the two econo mi es 
are already well integrated, 
the handover comes at a 
time of mixed performance 
on the mainland. While 
growth is sluggish by recent 
standards, inflation appears 
well under control and Chi- 
na’s economic leaders 
believe they have achieved a 
soft landing from the eco- 
nomic overheating of 1993 
and 1994. 

Announcing the budget in 
March, Mr Liu Zfaongli, the 
finance minister, said he 
expected the economy to 
grow by 6 per cent this year, 
a rate still high by western 
standards, but one that in 


These announcements appear as a matter of record only 
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Bass Brewers Limited 

i subsidiary of Bass PLC 


ABN (Overseas) Limited 


British Sugar (Overseas) Ltd. 


and Goubar Beer Group 
have Conned a joint venture m Si ping, China 


has set up a joint venture with 
Shanghai Huinoug Trading Company 


have formed rare joint ventures in 
Xhucfaeng Chy, Henan Piovmoe. China 


Bass G lusher Beer Company 


Shanghai ABN Hninong Feed 
Company Limited 


Financial Adviser to Bass Brewers limited 


Financial Adviser to 
ABN (Overseas) limited 


Henan Uanhna-BSO 
Pharmaceutical Company Ltd. 
& 

Henan Lianhna-BSO Glucose 
Company Ltd. 
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Investments Limited 
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and Guangdong Guli Locks (Group) 
Corporation have famed i joim venture 
nr Xiaohn. Qrina 
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VIEWPOINT 


China marks a continuation 
of the economic consolida- 
tion phase established last 
year. 

White overall retail sales 
remain buoyant and exports 
are picking up, China’s 
recent economic perfor- 
mance has been marked by 
excessive inventory accumu- 
lation. Mir E. C. Hwa of the 
World Bank In Beijing calcu- 
lates that inventories at the 
end of last year amounted to 
some 6 to 6.5 per cent of 
gross domestic product. 

This is only about 1 per- 
centage point above their 
long-run average, bat 
unwinding them will create 
a drag on the economy at a 
time when investment 
spending is running at rela- 
tively low levels and overca- 
pacity has emerged in sec- 
tors such as passenger cars. 

Such a sluggish economic 
climate might prompt refla- 
tionary measures, but the 
government Is ireon to main- 
tain an investment squeeze 
on state-owned industries to 
^encourage them to reform, 
and the People’s Bank of 
China Is concerned that fur- 
ther monetary relaxation 
-might provoke a bubble in 
China’s already fizzing stock 
markets. 

Still, such conservatism 
appears welcome in Hong 
Eong. In the short run, sur- 
plus liquidity in rihhm has 
spilled over into Hong 
Kong’s financial markets. 

In the longer run. China’s 
government has demon- 
strated a new sophistication 
in the current economic 
cycle in the way it has engi- 
neered a soft landing . Given 
the high level of economic 
independence, economists 
say that this can only be 
good for Hong Kong. 

fihfna may have granted 
the t e r rit ory economic inde- 
pendence for the next 50 
years, hut now, mare than 
ever before, its actions at 
home will determine 
whether the experiment will 
work. Two systems cannot 
flourish in one country with- 
out the confidence inspired 
by sound economic manage- 
ment In Beijing. 
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TRADE • by Guy de Jonquidres 


Risks and rewards 


Hong Kong's position as a gateway to China brings with it hazards 
as well as advantages In international trade 
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A dock worker at Kwai Chung container terminal; total trade last year represented about two-and-a-half times Hong Kong's gross 
domestic product while almost half of China's imports and exports pass through the territory sm* umr 


When Hong 
Kong returns 
to China 
much of the 
world will be 
watching how 
Beijing exercises its respon- 
sibility for the former Brit- 
ish colony. But the attention 
of Hang Kong’s trade offi- 
cials, and of much of its 
business community, will 
also be directed on develop- 
ments In Washington. 

The handover coincides 
with the debate in the US 
Congress on renewal of Chi- 
na’s most favoured nation 
trade status, which guaran- 
tees non-discrbniuatory tar- 
iffs on Chinese exports to 
the US. Hong Kong has long 
observed this annual ritual 
nervously - but never more 
so than this year. 

President Bill Clinton is 
strongly backing an exten- 
sion far MFN hut Congress 
Is likely to defer a vote until 
after the handover. Many 
members want to assess 
how Beijing handles Hong 
Kong. Some want to tie MFN . 
to conditions which would 
require China to demon- 
strate good behaviour. 

Although MEN is widely 
expected to continue in 
some form, most observers 
think renewal will take a 
much bigger effort than last 
year. 

The issue risks becoming 
embroiled in controversy 
about China’s human rights 
record, its yawning trade 
surplus with the US and 
allegations that it made 
covert US election campaign 
contributions. 

The annual MFN renewal 
question hardly helps busi- 
ness confidence in Hong 
Kong, which depends on the 
US for more than a fifth of 
Its exports. A large propor- 
tion is re-exports from Hong 
Kong-owned enterprises in 
China, profits from which 
are a vital source of the ter- 
ritory's foreign income. 

Miss Denise Yue, Hong 
Kong’s trade and industry 
secretary, says revoking 
MFN would be “cata- 
strophic*' for its economy 
and would halve its animal 
growth rate. Weston politi- 
cians who threaten trade 
sanctions a gains t China, in 
the belief that they are 
standing up for Hong Kong, 
show that “the road to heQ 
is paved with good inten- 
tions". 

Hong Kong’s vulnerability 
to such threats underlines 
the two-edged nature of its 
economic and trade relation- 
ship with China. Almost 
half of China’s Imports and 
exports pass through the 
territory and account for 
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Cross-border traffic 



about 40 per cent of Hong 
Kong’s international trade. 

China’s growing economic 
and commercial importance 
has helped make Hong Kong 
the world’s ninth biggest 
exporter and seventh big- 
gest importer. Hie territo- 
ry’s total trade last year of 
HK$2^00bn was about two- 
and-a-half times Its gross 


economic and trade affairs. 

She emphasises that the 
transition arrangements 
stipulate that the territory 
will retain Its border con- 
trols with China, its own 
customs procedures and the 
right to conduct interna- 
tional trade relations. It will 
also remain a full member 
in its own right of the World 


domestic product, reflecting Trade Organisation, which 
its Importance as an inter- C hina is seeking to join. 


national entrepot. 

The resulting prosperity 
has underpinned Hong 
Kong’s development as a 
regional services hub and a 
substantial capital exporter. 
It Is the biggest foreign 
direct investor in the econo- 
mies of sooth-east Asia and 
in the Asia-Pacific Economic 
Co-operation (Apec) forum, 
whose 18 members generate 
half the world's economic 
output 

However, acting as Chi- 
na's international gateway 
can be a nerve-racking expe- 
rience, because Hong Kong 
regularly gets caught in the 
cross-fire of commercial dis- 
putes between Beijing and 
its international trading 
partners. 

The territory has learned 
.over the years to live with 
snch problems. Bnt Miss 
Yne is concerned that the 
rest of the world could itiakp 
them worse after the hand- 
over, by assuming that 
Hong Kong has abdicated to 
China its independence in 


Miss Yue says China's 
membership of the organisa- 
tion would not stop Hong 
Kong continuing loudly to 
bang the dram for free 
trade, whether or not that 
suited Beijing. “I can 
already envisage occasions 
when Hong Kong and main- 
land China will have very 
different and opposing 
standpoints in the WTO, 
simply because our commer- 
cial interests dictate it,” she 
says. 

Hong Kong has a dear 
interest in China’s WTO 
entry, over which negotia- 
tions have dragged on for 
more than a decade. As well 
as obliging Beijing to 
respect multilateral roles 
and disciplines, membership 
would curtail other coun- 
tries’ freedom to take nnllat- 
eral trade sanctions against 
it and ensure that trade dis- 
putes were settled through 
binding international arbi- 
tration. 

Improving relations 
between Washington and 
Beijing have recently helped 
inject fresh impetus into the 
WTO talks. Even with a fair 
political wind, however, 
many more months of hard 
bargaining will be needed 
before the terms of China's 
accession can be agreed. 

Meanwhile, Miss Yue says, 
other countries can best con- 
tribute to Hong Kong’s con- 
tinued prosperity by keep- 
ing politics and trade 
separate. “All we ask of 
them is not to look at Hong 
Hong through coloured 
glasses, and genuinely to 
gave ns a level playing field 
after the transition.’' 
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CORPORATE LANDSCAPE • by John Ridding 
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Selected strategic deals involving mafnfan 






New barons are 
staking their claims 


Powerful mainland companies are making their presence felt 




In- land* 
scarce Hoag 
Kong, the bal- 
ance of busi- 
ness power is 
etched into 
the . skyline. - China-hacked 
companies are building sky- 
scrapers on the harbour 
front - long the preserve of 
British : trading hongs. The 
razored towers of the Tfamir 
of China soar above the 
Hongkong Bank. 

Such images suggest that 
after the dominance of Brit- 
ish business and the rise of 
local tycoons, such as Mr Li 
Ka-shiug and Mr Lee Sha n, 
kee. it is corporate China's 
turn to take centre stage. 
And this raises vital ques- 
tions for business in Hong 
Kong. Who are the new play- 
ers? And does their arrival 


threaten the level playing 
field underpinning the terri- 
tory's commercial success? 

Mainland companies 
emerge constantly. Two 
weeks ago, China Telecom, 
the operating arm of the 
mini stry of post and telecom- 
munications, moved to take 
a 5.5 per cent stake in Hong- 
kong Telecom. The ultimate 
aim, a statement read, was 
to become equal partners in 
the territory’s dominant 
operator alongside the UK's 
Cable & Wireless. 

The deal was just the lat- 
est move by China-backed 
businesses to take stakes in 
strategic Hong Kong indus- 
tries. It came a few weeks 
after China Everbright 
bought a 7.7 per cent stake 
in Hongkong Telecom, rais- 
ing the prospect of mainland 


control of one of Hong 
Kong's biggest companies. 

Sitting in his harbour- 
front office, Mr Zhu Xiao- 
hua. dismisses such fears 
that mainland companies 
will eclipse existing busi- 
nesses. The chairman of 
China Everbright, the fast- 
rising business arm of Chi- 
na’s state council, says 
mainland-backed companies 
will play by the rules. “For- 
eign investors can relax, M he 
says. “We will not dominate 
as the British companies 
once did." 

That message is backed up 
in Beijing. “We have ordered 
them to observe the market 
rules." says Mr Wang 
Wende, director general of 
the Hong Kong department 
at the ministry of foreign 
trade and economic co-opera- 


Hot property brings hazards 


With every reward comes a 
risk and red chips are no 
exception. While investors 
pocketed hefty profits from 
the surge in the share price 
of mainland-backed compa- 
nies, the rally brings haz- 
ards. for punters, regulators 
and far market integrity. 

“A babble; is building;" 
says Mr, Archie JHart, direc- 
tor of equities at BZW in 
Hong Kong. “Arid for some 
companies and investors 
•thte wffl end in tears.'* 

chips giow. by- asset 
-injections 1 from their main- 
ianS p^ents so their share 
price reflects assumptions 
about future transfers, mak- 
ing it hard /to yalne fbeir- 
Wteth'.But it is often harder 
stffito Justify , the prices 
being paid for an assort- 
ment of assets and manage- 
ment drawn from municipal 
- or provincial gipveroinenL 

Potential pitfalls, how- 
ever, extend -beyond the 
bursting or an Investment 
bubble. Chinese officials 


worry that state assets are 
being transferred too 
cheaply to the Hong Kong 
vehicles and have signalled 
they might tighten controls 
on approval procedures. Mr 
Zhu Rongji, vice-premier 
and China's economic czar, 
has said assets must not be 
sold at a discount 
Hong Kong regulators are 
equally concerned about the 
.lack, of transparency sur- 
rounding several red chip 
share issues and asset injec- 
tions. Last month, the.stock 
exchange and the security 
and futures commission 
warned that transactions 


of the Beijing municipal 
government was more than 
1,000 times subscribed, a 
record for Hong Kong. 

Others see a more serious 
risk in the scope for corrup- 
tion - from the unequal 
access to information to the 
terms on winch assets are 
injected from parent compa- 
nies. In some cases, red chip 
executives hold share 
options, manage the Hong 
Kong company and decide 
which assets should be 
injected. "You have the 
potential for some pretty 
murky dealings," says the 
fund manager. "This is 


would not be approved if . going to be a crucial test for 
they followed irregular ' the market regulators.” 


.share price, movements. 

“Red ' chip plays are 
becoming something of a 
casino, and. that risks dam- 
aging the credibility of ..the 
market,* 1 says, a fund man- 
ager. referring to the frenzy 
surrounding last month’s 
listing of Beijing Enter- 
prises;. The investment arm' 


How they respond may 
determine whether red 
chips establish themselves 
as a reliable form of fund- 
ing for China’s economic 
reform. Far mainlan d com- 
panies, and for Hong Kong’s 
markets, much is at stake.- 
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Model for the 
mainland 


On the wall of Larry Yung’s 
office is a swordfish, a rep- 
lica of one hauled from the 
China Sea by the Citic 
Pacific chairman. On the 
table is a ceramic model of 
Mr Vitality - the star of Mr 
Yung's stable and Hong 
Kong's champion racehorse 
in the 1995-96 season. 

But Mr Yung is no social 
butterfly, even if the head 
of the Beijing-backed con- 
glomerate is entrenched in 
the Hong Kong establish- 
ment. While his office is 
filled with trophies, his 
head is full of figures. “We 
paid HKJ32.6 per share for 
20 per cent, costing us 
about HK$16J2bn. of which 
about HKJ6.50 is cash, 
about HK$4_00 is property," 
says Mr Yung, crunching 
some of the numbers 
behind a recent investment. 

That inv e stment - a 20 
per cent stake in China 
Light & Power - was the 
latest in a series of bold 
transactions by the Citic 
Pacific chief. It confirmed 
him as one of Hong Kong’s 
leading corporate power- 
brokers, further extending 
the reach of Citic Pacific, 
now one of the 10 biggest 
companies in the territory. 

With Hong Kong's return 
to Chh™. a lot rests on Mr 
Yung’s shoulders. As the 
vanguard of corporate 
China, Citic’s performance 
has demonstrated the 
potential of mainland- 
backed companies. The 
question is whether Citic 
and the other red-chips 
from across the border will 
continue to succeed and 
how they will shape Hong 
Kong capitalism. 

Mr Yung is optimistic on 
both counts. He sees strong 
growth opportunities on 
both sides of the border and 
believes the one country, 
two systems formula will 
preserve the territory’s 
edge. “There will be difficul- 
ties,*' he says. “But nothing 
that cannot be resolved." 

The Citic chief rejects 
fears that Hong Kong com- 
panies will be forced into 
deals by marauding main- 
landers, although be points 
to the commercial benefit 
tha t, can be reaped by cross- 


border alliances. “Under 
one country, two systems, 
there is no way anyone can 
force companies to sell," 
insists Mr Yung. 

Despite concerns earlier 
this year about the terms of 
a management share pur- 
chase, investment analysts 
say the company has played 
by the rules in its corporate 
forays. “They paid the right 
price for CLP," says one 
senior investment banker. 
“Cathay looked a little 
cheap, but it was a lot of 
money in a difficult sector,” 
he adds, referring to the 
more than HK$6hn paid by 
Citic to take its stake to 25 
per cent. 

The success of companies 
such as Citic - as much as 
provisions in the handover 
agreements - will ensure a 
level playing field. If main- 
landers can succeed while 
abiding by the rules, there 
is less incentive to bend 
them. Once established in 
Hong Kong, they might also 
defend the system. 

Mr Yung believes Citic 
Pacific’s success can be sus- 
tained. Net profits have 
soared from HX$333m in 
1990 to HTtffL 86hn last year 
and he believes the trend 
will continue. “We should 
see strong growth through 
1999, with record earnings 
per share,” he says. 

The rise, however, will be 
driven by a sew strategy. In 
the early 1990s, Citic’s pow- 
ered its growth by acquir- 
ing assets from corporate 
Hong Kong, lumped 
together as a holding com- 
pany and bolstering the bot- 
tom line through dividend 
payments. Connections 
counted. Mr Yung's ties on 
the mainland - his father is 
1 the vice-president - helped 
establish the group as a 
powerful ally and eased its 
purchase of stakes. 

But Mr Yung, an engineer 
by training, has since 
cbtftpft to a mare hands-on 
approach. “We have been 
moving steadily from pas- 
sive investments,” he says, 
a move underlined by the . 
sale of its 7.7 per cent stake 
in Hongkong Telecom last 
month. Connections r em a in 
important, hut not critica l . 


“Citic’s main strength is 
management and staff, not 
Beijing," says Mr Nam Park 
at ING Barings. “Autonomy 
from Beijing has been one 
of the conditions of the 
company’s formation.” 

At the heart of Mr Yung's 
strategy lie substantial 
■ infrastructure projects on 
the mainland. (Stic Pacific 
is involved in power sta- 
tions. bridges and roads in 
major Chinese cities. More 
projects are under discus- 
sion, he says, including an 
extension to the Li gang 
power plant in Jiangsu 
province. The alliance with 
CLP provides scope for 
growth in China, in the 
Hong Kong power sector 
and in the development of 
the utility's land holdings. 

“On the aviation front, 
the new airport means that 
turnover will increase tre- 
mendously,” says Mr Yung. 
“We hold about one-quarter 
of the aviation industry and 
we are willing to exert a lot 
of effort to maximise our 
opportunities.” 

Many of these projects 
will take time to feed 
through to the bottom line. 
But analysts are optimistic. 
Mr Nam Park at ING Bar- 
ings predicts earnings per 
share will rise at a com- 
pound rate of 23 per cent 
over the five years to 200L 
“Larry has assembled a 
Strong team of executives”, 
says one US investment 
banker. “They shouldn’t 
have any trouble malting 


this transition from a hold- 
ing company to a Hong 
Kong-style conglomerate." 

Their success in doing so 
matters well beyond the 
walls of the company’s 
headquarters, soon to move 
to the glittering new Citic 
Tower, overlooking Victoria 
Harbour. A flood of new red 
chips has followed on 
Citlc’s heels, raising cash 
from local investors to buy 
projects on the ma inland. 
Once their rapid expansion 
has cooled, they will have 
to manage these assets. 
Citic Pacific, the mast suc- 
cessful red chip, is likely to 
stand as a model. 


J.R. 



tjon. ‘‘Mainland investment 
in Hong Kong will not try to 
pursue a dominant role.” 

If not dominant however, 
the growing number of Chi- 
nese companies in the terri- 
tory is already powerful. The 
Bank of China is vying with 
Hongkong Bank for leader- 
ship in the market for depos- 
its. Citic Pacific, the Hong 
Kong arm of Beijing’s flag- 
ship investment vehicle, has 
become one of the territory’s 
10 biggest companies in 
terms of market capitalisa- 
tion, with big stakes in 
Cathay Pacific, the de facto 
airline flag carrier, and 
China Light & Power, one of 
the biggest utilities. It also 
held S per cent of Hongkong 
Telecom, the dominant oper- 
ator, until It sold the stake 
to China Everbright for 
HK$ll.4bn last month. Mr 
Wang estimates that 1.800 
mainland companies operate 
in Hong Kong, with total 
assets of about USttObn. 

The number has been 
boosted by the recent expan- 
sion of red chips - Hong 
Kong-listed companies con- 
trolled by mainland con- 
cerns, often provincial gov- 
ernments or state 
enterprises. They have taken 
the territory by storm this 
year, dominating fund-rais- 
ing and issuing shares to 
purchase assets from their 
mainland parents. 

“The future is red," says 
Mr Archie Hart, director of 
equities at BZW Asia, refer- 
ring to the frenzied stock 


1. Aviation: April 1996 
Otic Pacific pays HKS6.3tin 
to raise its stake in Cathay 
Pacific from 10 pa- cent to 
25 percent. China National 
Aviation Corporation, the 
commercial arm of China's 
aviation regulator, pays 
HKSl.97bn to buy a 36 per 
cent stake in Dragonab- from 
Swire, Citic Pacific and other 
shareholders. 


market activity surrounding 
the red chips. Mr John Wad- 
sworth, chairman of Morgan 
Stanley Asia, estimates that 
red chips now account for 
more than 7 per cent of the 
Hong Kong market, com- 
pared with virtually zero 
five years ago. 

Like most economic links 
between Hong Kong and 
China, the red chips are part 
of a two-way traffic. Main- 
land companies get capital, 
but also expertise - “Operat- 
ing in this business environ- 
ment creates a class of well- 
trained executives,” says one 
red chip manager - while 
Hong Kong investors get 
access to mainland projects. 

The same investors have 
been much cooler towards 
British-backed companies. 
While Shanghai Industrial, a 
fledgling conglomerate con- 
trolled by the city's munici- 
pal government, has seen its 
share price quintuple since 
its listing last year, the 
shares of Swire Pacific and 
Jardine Matheson, two of the 
territory's founding trading 
hongs, have underperformed 
by more than 15 per cent 
this year. Hongkong Tele- 



2. Power: January 1997 

Citic Pacific pays 
HKSl625bn for a 20 per 
cant stake in China Light & 
Power. The stake held by 
Kadoone family, one of 
Hong Kong's oldest 
business dynasties, falls 
from 33.3 per cent to 26.6 
percent. 


com. but that has mainly 
reflected anticipation con- 
cerning the share sale to 
China Telecom. 

“We are not flavour of the 
month." says Mr Peter 
Sutch. chairman of Swire 
Pacific, acknowledging the 
negative perception of Brit- 
ish-backed companies. 

But the Swire chief insists 
this perception is misguided. 
“1 am confident that busi- 
ness will continue with the 
same level of transparency 
and fairness," he says. 

Not all are so sanguine. 
Cases in whicb research ana- 
lysts have been fired, appar- 
ently for unfavourable 
reports on mainland-backed 
companies, have raised con- 
cerns of political correctness 
creeping into business. So 
has the failure of Next Media 
to secure investment bank 
backers for a stock market 
listing. Its chairman. Mr 
Jimmy Lai, has been a vocal 
opponent of Beijing. Bankers 
worry that sponsoring the 
issue could be bad for busi- 
ness- 

Some in the business com- 
munity say the case of 
Swires illustrates the 



3. Telecoms: May 1997 

China Everbright, an 
investment arm of China's 
State Council, pays 
HKS1i.39bn to buy a 
7.7 par cent stake in 
Hongkong Telecom. 

June: 1997 
China Telecom pays 
HKS9.18bn tor a 5.5% stake, 
with an understanding that It 
would buy further shares 



4. Real estate: March 1996 

The Bank of China group 
takes a 5 per cent stake in 
a consortium awarded □ 
HK$40bn contract to 
develop a prime site above 
the new airport link Mass 
Transit Railway station in 
Hong Kong's central 
business district. 


encroachment of politics 
into Hong Kong business. A 
shore issue allowing Citic 
Pacific to take a 25 per cent 
stake in Cathay Pacific, it 
was argued, demonstrated 
the need to secure political 
insurance given the transfer 
to Chinese sovereignty. 
Other deals, including Chic's 
purchase of a 20 per cent 
stake in China Light & 
Power, have been viewed in 
a similar light. 

Both the deals, however, 
were largely welcomed by 
investors. Though politics 
was a factor the terms were 
seen os acceptable. 

“The deal was made on the 
market," says Mr Wad- 
sworth at Morgan Stanley. 
"Cathay needed to raise a lot 
nf money." The Hongkong 
Telecom deal seemed cheap, 
since China Telecom paid 
HKJl-1.25 per share com- 
pared with a market price of 
HKS19.00. But shares had 
soared on speculation of a 
deal, rising from just 
HKS13.00 a month agD. 
"C&W got pretty well paid.” 
said a telecoms analyst 

Chinese leaders have been 
sending strong signals that 


business will remain as 
usual. 

Last month, Mr Zhu Rongji, 
the mainland's top economic 
official, met Mr Henry Kes- 
wick, chairman of Jardine 
Matheson at the Zhongnan- 
hai leadership compound in 
Beijing. The signal was 
clear: Jardims - once con- 
demned as a “black sheep" 
for supporting governor 
Chris Patten's democratic 
reforms - is back in the fold. 
For the British conglomer- 
ate, and for other interna- 
tional businesses, that was a 
signal to rest assured. 

For the time being, at 
least. The real test will come 
m the months following the 
handover. “We need to see 
whether the deals that have 
been sealed will stick," says 
a senior investment banker. 
“And there are still some 
tempting assets about," he 
adds, citing Hongkong Land, 
the property arm of Jardincs 
and a former target of Mr Li 
Ka-Shing. Its tower blocks 
still dominate the commer- 
cial district. But they are 
now surrounded by the bris- 
tling towers of Hong Kong’s 
new business barons. 



At Standard London (Asia) 
Limited we are specialists in 
structured trade and commodity 
finance. 

We provide finance in Africa, 
the Far East, Latin America and 
Eastern Europe, together with 
most other emerging markets. 

As part of the Standard Bank 
Group, we offer the strength and 


No matter how 
complex your 
trade finance 
needs. 

We can help 


' -V 


solidity of a group with over 
US$27 billion in assets. 

Whatever trading support 
you seek, pre- or post-export 
finance, back-to-back L/C's or 
discounting export receivables, 
talk to us first. 

Talk to Francine Ng or 
Anthony Lo in Hong Kong 
on +(852) 2822 7882 


LONDON: 

Standard Bank 
London Limited 
Tfet (44171)8153000 
(44 171) 815 3098 


NEW YORK: 

Standard 
New York, me 
Tel: (1 212) 407 5000 
Fax: 0 212) 407 5025 
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HONG KONG: 
Standard London 
(Asia) Limited 
Tel: (852)2822 7888 
Fax; (852)2822 7999 
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Tel: (2711)6382985 
Fax: (27 11) 636 6117 
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MllLTINATIOIftALS • by Louise Lucas 



Multinationals in Hong Kong (USS) 


Paying the high 
price of success 

While the territory still boasts excellent skills and infrastructure, 
many companies are moving to escape the cost of these services 



Like their 
| precursors, 
I the eastern 
trading 
| houses, multi- 
natlonals 
have flocked to Hong Kong. 
But there are signs of a shift 
in corporate landscape, with 
such Goliaths of the com- 
mercial world as Citibank 
moving their headquarters 
north. 

As their operations 

expand, a growing number 
of companies has followed 
suit, arguing that it no lon- 
ger makes sense to sit at the 
gateway - Hong Kong - 
when China itself offers ever 
improving infrastructure, 
human talent and (no small 
consideration) an increas- 
ingly comfortable expatriate 
lifestyle. 

Such moves add a new 
twist to the rivalry between 
the regional business centres 
and raise a question about 
Hong Kong's competitive 
edge. 


One relocated boss, whose 
personal productivity is 
many times greater now he 
has stopped spending hours 
In airport waiting lounges 
and on planes, reckons Hong 
Kong can no longer lay 
claim to the “clearing 
house" o f Asia role. 

“Trying to run China out 
of Hong Kong is like trying 
to run the US market out of 
Bermuda," he says. By com- 
parison, sitting in Beijing 
means proximity to decision 
makers, suppliers and cus- 
tomers and regular opportu- 
nities to talk to other China 
executives and hankers. 

The same logic has 
tempted others to up sticks, 
including ABB. the Swedish- 
Swiss power company, 
which moved its greater 
China office to Beijing from 
Hong Kong and Fluor Dan- 
iels, the international engi- 
neering construction con- 
tractor. 

Such big names catch the 
eye, but they remain the 


exception rather than the 
rule. More than 2,000 rnnlti- 
nationals today have their 
regional headquarters or 
offices In Hong Kong (often 
supplemented by logistical 
support offices in Beijing or 
Shanghai). 

And, for consultants 
charged with structuring 
Asian operations, those 
spuming Hong Kong in 
favour of the mainland or 
other centres are - for the 
foreseeable future - set to 
remain a smalt minority. 

They see little changing in 
Hong Kong's key attractions; 
a platform into China which 
offers sophisticated infra- 
structure and communica- 
tions. an educated workforce 
and strong capital market, 
all within an open economy 
and low-tax structure. 

“Hong Kong has ethical 
and professional staff, excel- 
lent Infrastruc tu re and the 
15 per cent inmmp tax is the 
lowest that can be found in 
Asia. 


Add all these together and 
Hong Kong is a key area to 
put regional headquarters,” 
says Mr Francis La. regional 
director of finance at Intel. 

Above all, businessmen 
will prefer to remain south 
of the border for what is 
arguably Britain's greatest 
gift to its former colonies - 
the rule of law and, in Hong 
Kong's case, a reputation for 
being a centre where corrup- 
tion has been successfully 
kept in check. 

According to Mr Gerry 
Hopkinson, a partner at con- 
sultancy KPMG. businesses 
are here because they have 
to be. The size of the mar- 
ket and all those consider- 
ations have not changed. 
The slight uncertainty that 
there was in business 
peoples’ minds across the 
world has gone. They are 
now coming in here by the 
bucketful " 

This is in spite of intense 
competition from around the 
region, including Singapore, 


frSvfUTUy 

Office Rental 


Monthly 

RufctontU Rental 


T*x RaW 


Avarapa 


Monthly Wapas 


Hong Kong 3874104 

per square metre 


$56482 - corporate tax -.18.6% 

per square metro Rninri oQ tax: Income is progesat^y _ 
taxed at 296-2096 subject to a Dmtt of 
1596 of total income 


Skigapon 


SS0-S85 

per square meto 


$18-522 

pw square metre 


Corporate tax: 2696 of taxable 

income 

Personal Income tax: progressiva 

ranging from 2496-2.896 


5^333421.500 jmenagw-nwoufaciwlnc 
£0£tO() 

55,417421.500 (ntenaflar-bw*** 4 

finance sector) - 

^52399*56.034 (managw-nraiufacturing 

S3.696-S10.6SS inwnagte-ttefiWRB 4 

finance sector) 


Kuala Lumpur $15419 

‘ per square metre 


SI 241 8 

per square metre 


Corporate tax: 30% 

Personal Income tax: progressive 

rate from 296-3096 


Beijing & Baling: $35464 

Shanghai Shanghai: $43457 

per square metre 


Belling: $34451 
Shanghai: $24450 
per square metre 


Business tax: 396-20% 

Income tax: progressiva rate of 596- 
4596 on eateries and at 2096 on 
other incomes, subject to a monthly 
personal aflowance 


$3,600 (manager) 

STJ283 (production supervisor) 

”^ 40410,000 (manager-manufectwtng 
sector) 

$500413.900 (martefler-iwnWng $ 
finance sector) 
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Kuala Lumpur and Manila 
where incentives have been 
dangled in front of busi- 
nesses, such as access to the 
domestic fund management 
market 

These centres have had 
some success, notably in 
Singapore’s case In the fund 
management industry, but 
have largely supplemented 
rather than replaced Hong 
Kong operations. 

Yet, the longer-term 
threats to Hong Kong’s 
regional status cannot be 
discounted. With the 
resumption of direct ship- 
ping imks between Taiwan 
and China, Taiwan’s role as 
a regional hub - once flights 
are also allowed - could lure 
delivery companies and air- 
lines, many of which gripe 
about Hong Kong costs. 


Already, companies such 
as American Express and 
Cathay Pacific, Hong Kong's 
main airline, have sought to 
reduce their rocketing rent 
bills by setting up back 
office operations in Sydney, 
where costs are lower and 
there is a multilingual work- 
force. 

Today the biggest concern 
faced by multinational chiefs 
is bills. "If rents keep on 
climbing a lot of people will 
have second thoughts about 
setting up their next opera- 
tion in Hong Kong,” says Mir 
Wilhelm Gattinger, manag- 
ing director of Siemens, the 
German pt> gingering group. 

Siemens, which operates 
businesses in 18 different 
divisions across Asia, has 
offices across China and 
refers to its Hong Kong 


office as a regional hub. 
Hong Kong recently lost out 
to two more Siemens 
operations, which went to 
Singapore and Kuala Lum- 
pur, because of “outrageous'* 
rents. 

“In other countries rent 
represents around 20 per 
cent of your overheads; in 
Hong Kong it climbs to 50 
per cent or more. This is one 
of the dangers here," says 
Mr Gottinger. 

As Hong Kong can no lon- 
ger lay clahn to a monopoly 
in the region for workable 
Infrastructure and sophisti- 
cated BwanHaT markets, the 
combination of high over- 
heads, declining workforce 
BinTis and escalating compe- 
tition (not least from Shang- 
hai) stands to jeopardise its 
position. 


There are other less obvi- 
ous problems, too. as 
KPMG’s Mr Hopkinson 
points out. The quality of 
English has deteriorated - 
this is something that sim- 
ply has to be addressed - 
and we must hope that the 
strengths of the anti-corrup- 
tion body are not eroded.” he 
says. 

And if Hong Kong slips 
even slightly, there will be 
no shortage of centres ready 
and willing to capitalise on 
the fall-out. 

“To say that we are 
smarter, with more skills 
and better Infrastructure 
may well be true as a snap- 
shot today. But tt may not 
be the case in five or 10 
years' time,” warns Mr Marc 
Faber, who runs a fund man- 
agement company. 


■ VIEWPOINT 

Professor Wang (Bngztwng ® vice-director of the Shanghai 
Museum. With arguably the world’s Arrest collection of ancient . 
Chinese bronze, calligraphy and ceramics, last autumn the museum 
- taking pride of plaoe In Shanghai's cultural renaissance- moved 
into its Yn570m (l)S$68m) new home in foe middle of People’s. 
Square. With Ma Chenyuan, the museum's director, Professor 
Wang has been instrumental in the rehabfittation of the Shanghai 
Museum and his measure of deyeSapmpni is cultural - Chinese 
culture. 

“I am afraid that It will be a long time before Hong Kong can ' 
compete with Belting and Shanghai. Hong Kong has a different 
heritage, it will still be a western city after the handover. It Is Haiti 
to say how long it will take Hong Kong. After the handover, the 
influence of British culture win recede. Ihe birthday of the qUeen 
will no longer be celebrated. • 

“There will be a stronger expression of Chinese culture. Change 
will happen gradually. Of course, Hong Kong is an International city 
and some things. Hke Chinese opera; may not spread deeply in 
Hong Kong - Chinese opera te hot so popular here nowadays. But 
after foe handover, they should speak more Mandatin- Chinese. If 
Mandarin becomes popular, it should bring cultural changes in Its 
wake. •’* " * \ . VV 

“People have to have knowledge about ihewhote work! and i ' 
encourage cultural exchange.. .Perhaps we (Shanghai and Hong 
Kong) will meet in foe middfe" 




HONG KONG 

BUSINESS AS USUAL 

■ * -r. • , 

Song Song will become a Special Administrative Region of China after. 30 June 
1997 enjoying a high degree of autonomy. The current social, economic and Jegal 
systems in Hong Kong will remain unchanged. The very essence of Hong Kong’s 
business environment will be maintained: 



Low Taxes 
Rule of Law 
Free Enterprise 
Strategic Location 
Policy of Free Trade 


First Class Infrastructure and Financial Services 
a Stable Currency Free from Exchange Controls 
a Level Raying Field for Businessmen ■ - C 

Non-intervention from Government . 

High Quality Labour Force . /. 


The Profitable Opportunity . 

Hong Kong will remain a key regional hub and one of the -world’s most dynamic 
trading economies. To find out more about the business opportunities Hong Kong 
offers, please contact us at one of the following addresses: 

Hong Kong Economic and Trade Offices - for setting up business, in. Hong Kong 
Ilntemet Homepage: http://www.info.gov.hk/investmentl 


London 

6 Grafton Street, 

London. W1X 3LB 
Tel: 44-171-499-9821 
Fax: 44-171 495 5033 
E-mail: trade@hketo.co.uk 

Brussels 

188A Avenue de Tervuren 
1150 Brussels 
Belgium 

Tel: 32-2-7750088 
Fax: 32-2-7700980 
E-mail: hkbru@innet.be 


New York. 

680 Fifth Avenue ' 

22nd Floor. NY 10019 \ 

Tel: 1-212-265-8888 
Fax: 1-2 12-54 1-732 3L 
E-mail: bketo@bketony.oig 
Web-site: http://www.hketory.oig 

San. Francisco : 

130 Montgomery Street 
San Francisco. CA 94104 
Tel: 1-415-397-2215 
Fax: 1-415-421-0646 , 

E-mail: hketosf@hongkong.org 
Web site: http://www.hpngkong.org 


Hong Kong Trade Development Council - for trade enquiries, trade fairs, 
publications and other services. Over 50 offices around the world, with regional offices 
in London New York, Frankfurt and other ma/or centres. 

Hong Kong Trade Development Council 

Swire House. 59 Buckingham Gate, London SW1E 6AJ 

Tel: 44-171-828-1661 

Fax:44-171-828-9976 

E-mail: lntdc@mailserver. tdc.org.hk 

Web Site: http://www.tdc.org.hk 



The imw dynamo: young Shanghainese strofl In from of the Bund, the ertd colonial waterfront In spite of foe city's astonishingly rapid 
grawfo, It atm has a long way to go before it catches up with the mature free market that is Hong Kong SMAMUn? 

THE VIEW FROM SHANGHAI > by James Harding 


The dragon’s other eye 

The pace of development in the port is breathless. But suggestions 
that the eastern city will soon eclipse Hong Kong are premature 



Weekend 
visitors from 
Hong Kong 
coming to 
Shanghai 
often return 
home breathless and a little 
unnerved - "the outward 
signs of growth in China's 
largest city fuel fears that 
Hong Kong's days as the 
gateway to China are num- 
bered. 

Shanghai accounts for 1 
per cent of China's popula- 
tion, but 8 per cent of its 
gross domestic product and 
more than 20 per cent of its 
total foreign investment 

While the rate of invest- 
ment slowed elsewhere in 
China last year, co n trac t ed 
foreign investment acceler- 
ated in Shanghai reaching 
US$1 Ibn. 

judging by the signs of 
construction - there are 
more than 18,000 registered 
building sites and, accord- 
ing to local reports, one fifth 
of the world's high rise 
cranes in Shanghai - thin 1$ 
a city in a hurry. 

In Pudong, in the east of 
the city, China's financial 
and commercial centre is 
rising out of the mudflats. 
New buildings - mplnrimg 
the $lbn Mori tower which 
is set to be the world's tall- 
est - will help lift Shang- 
hai's quality office space 
from 300,000 sq m last year 
to 20m sq m in little over a 
decade. 

The development is 
blessed by Betting and the 
central government has 
committed Yn94.9bn 
($U.3bn) over the period 
1996*2000 to Pudong which 
Is intended to make Shang- 
hai the roaring “dragon's 
head” of the mighty Yangtze 
river. 

A cultural renaissance has 


accompanied the burgeoning 
growth - a grand new 
museum houses the city's 
extensive collection of Chi- 
nese arts and ceramics, a 
mammoth library opened a 
few months ago, an opera 
house should be completed 
next year and a concert ball 
is planned for after 1999. 

The dynamism is breath- 
taking and Shanghai prom- 
ises to be a financial and 
commercial centre to be 
reckoned with. But sugges- 
tions that Shanghai will 
soon eclipse Hong Kong and 
regain its pre-war status as 
the foreign investor’s pre- 
ferred stepping-stone into 
China are premature. 

Shanghai has boasted 14 
per cent growth on average 
in the past few years, but 
investment, largely foreign 
investment, has accounted 
for 70 per cent of the city’s 
output and the bulk of that 
growth. Consumption levels 
remain low and are only 
growing slowly. 

Such investment-driven 
growth makes Shanghai's 
economic future look a 
touch precarious. To main- 
tain the rates of growth that 
will fill the new office 
blocks, create the jobs to 
compensate for the city’s 
creeping deindustrialisation 
and satisfy the rising expec- 
tations of the Shanghainese, 
returns on investment need 
to improve and foreign capi- 
tal must keep on coming. 

Last year, Hong Kong 
accoun t ed for 46 per cent of 
Shanghai’s capital inflow, 
according to Mr Zhao Qizh- 
eng, the vice mayor. He con- 
cludes that “mutual reliance 
and not malignant rivalry 
will dominate ties between 
Shanghai and Hong Kong 
after the handover. 

"Even healthy rivalry will 


not be feasible until Shang- 
hai has developed the skele- 
ton - let atone the muscle — 
of a mature free market. 

“Our legal system is far 
behind what is needed to 
support an international 
financia l centre,” says Pro- 
fessor La Deming of the eco- 
nomics department at Fodan 
University. “It will be 
impossible for Shanghai to 
compete with Hong Rang for 
at least 20 years.” 

Foreign financiers in 
Sh a ngh ai tend to agree that 
Hong Kong will remain a 
preferable place to raise cap- 
ital. They say that Shanghai 
needs almost a generation to 
give enough people enough 
English language and over- 
seas experience to meet the 
demands of truly global 
markets. 

UntO China achieves fall 
currency convertibility - 

unlikely in the next five 
years - the stock markets 
are overwhelmingly 
restricted to mainland buy- 
ers trading In Chinese yuan. 

Hong Kong’s position as 
the leading port into China 
- it handles seven times the 

C&rgO annually manage by 

Shanghai - also seems safe 
for the foreseeable future, as 
Shanghai cannot rival the 
attractions of a sophisti- 
cated free port 

Professor Lu says the hall- 
mark of Hong Kong compa- 
nies is their freedom to pur- 
sue profits. 

By contrast, Shanghai’s 
businesses, locked into Chi- 
na's “socialist market econ- 
omy," face pressure from 
Beijing to meet social and 
political obligations - such 
as salvaging loss-making 
state-owned enterprises 
through government-orches- 
trated mergers or shoulder- 
ing heavy welfare payments 


for redundant workers. 

Mr Li Lanqlng, China's 
vice-premier, suggests that 
the distinction will persist. 
“Hong Kong pursues its cap- 
italist system and Shanghai 
its socialist system. Hong 
Kong cannot possibly 
change its system into a 
socialist one, nor mm Shang- 
hai into a capitalist one,” 
Mr Li said in an interview 
for this survey. 

In the nm-np to handover, 
China's leaders have been 
keen to put Hong Kong at 
ease by suggesting that 
Shanghai and Hong Kong 
will play complementary 
roles. They say that Shang- 
hai will serve domestic mar- 
kets, Hong Kong the inter- 
national markets - “like 
two e ngin e s on a large air- 
craft". 

This is a little disingenu- 
ous. Currency convertibility 
is a stated goal of the Chi- 
nese government and when 
it eventually comes it will 
catapault China's markets 
into the heavyweight 
league. The cultural obsta- 
cles to catching up with 
Hong Kong - the lack of a 
legal framework, interna- 
tional outlook and the eco- 
nomic freedoms — are even- 
tually surmountable. 

But Hong Kong as a finan- 
cial centre will remain a 
moving target, its peer 
group today includes New 
York and London - rather 
than Shanghai and Shen- 
zhen - and to keep in that 
class Hong Kong will have 
to continue to refine and 
upgrade its financial and 
commercial 

None of thfe that 

Hong Kong's pre-eminence 
is guaranteed, but Just that 
it should not worry. At 
least, not for a little while 
yet 
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CULTURAL IDENTITY « by John Ridding Jt VIEWPOBfT 


Pragmatic 
roots of 
patriotism 

There has been a smooth 
transition in social institutions as 
a Chinese elite has slipped 
seamlessly into place 





1 “Every I 
come to Hong 
Kong it feels 
more Chi- 
nese," says Mr 
Eric Lin, a 
Taiwanese banker and the 
great great grandson of Com- 
missioner Lin Tse-hsu, the 
19th century official who 
hannwri opium imports anfl 

sparked the Sino-British 
war. 

It Is a view that is readily 
endorsed in the territory, 
even by those with less 
patriotic roots. For while 
Hong Kong may remain a 
British colony until the 
stroke of midnight an June 
30, it has long been adapting 
to Its Chinese future. 

Taxi drivers pin five star 
red flags to their dash- 
boards. Aspiring entrepre- 
neurs spend their spare time 
honing their Mandarin 
Those who have already 
climbed the business ladder 
favour the Shanghainese 
decor of the China Club, 
located at the top of the for' 
mer ttanir of China Building, 
to the formality of the Hong 
Kong Club, long a summit of 
the social hierarchy. 

In the territory’s social 
institutions there has been a 
smooth transition, as a Chi- 
nese elite has slipped seam- 
lessly into place. The British 
generals who long headed 
the Jockey Club have bowed 
out, to be replaced by Mr 
Larry Wong, a Taiwanese 
American who was bora 
within a fUrlong of the 


downtown Happy Valley 
race track. 

The seat in the stewards 
committee traditionally held 
by Jardine Matheson is now 
filled by Mr Larry Yung, 
chairman of Citic Pacific, the 
mainland backed conglomer- 
ate. and the son of China’s 
vice-president. With other 
Hong Kong institutions, the 
Jockey Club has dropped the 
Royal from its title. 

Many changes are cos- 
metic. But there has also 
been a more solid rise in 
patriotism. “I think people 
are more c omf ortable identi- 
fying with China now,” says 
one Cantonese investment 
banker. “China's ascent hag 
prompted a degree of pride, 
and a lot of the dark events 
of nommimigm seem distant 
now." 

Part of the patriotism 
stems from pragmatism. 
Although political correct- 
ness has made only rare 
inroads into the business 
sector, it is seen as an 
advantage to flag loyalty 
towards the mainland. Con- 
tacts across the border are 
also an asset 

Such considerations have 
spawned a host of commit- 
tees to celebrate the hand- 
over. The Association for the 
Celebration of Reunification 
of Hong Kong with China 
was launched last November 
with a list of the tycoons 
who had contributed — and 
the. amounts — published in 
local newspapers. Mr Li Ha- 
shing was one of 10 tycoons 



WELFARE POLICY* by Peter Montagnon 


Affluence brings 
social aspirations 

Economists and politicians expect public spending 
to remain a priority under mainland rule 
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A more recent example 
was the Financial Commu- 
nity Committee for the Cele- 
bration of Reunification, 
laimrfiad fn the glass tower 
of the Bank of China by Mr 
Tung Chee-hwa, the territo- 
ry’s future leader. Mr Tung 
has linked Hong Kong's 
interests with chmaa* val- 
ues, emphasising the Impor- 
tance of respect far educa- 
tion, respect for the elderly 
and other traditional traits, 
"We are Chinese, and we are 
proud to be Chinese,” he 


China has been more 
active in fuelling the flames 
of patriotism- From the giant 
clock in Tiananmen Square 
ticking down the seconds to 
the handover, to a barrage of 
propaganda tracts and pro- 
grammes, Beijing's leader- 
ship has been capitalising on 
the historic event. An epic 
film on the opium wars, the 
most expensive ever made in 
China, will be released to 
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coincide with the handover. 
And there are no prizes for 
guessing who the hud guys 
are. 

In many official commen- 
taries, Britain’s contribution 
to the ter rito r y ’s success has 
been deliberately down- 
played. Beijing’s newspaper 
Guangming Ribao for exam- 
ple, claimed the existence of 
a bu stling Chinese commu- 
nity before Britain acquired 
the “barren island" once 
famously dismissed by Lord 
Palmerston. 

The newspaper dted the 
early presence of pearl and 
salt indus tries. and 
explained the rise of Hong 
Kong as a product of Chi- 
nese diligence and ingenuity 
rather than the institutions 
bequeathed by its colonial 
rulers. 

Such Interpretations are 
clearly debatable. A more 
pressing question is whether 
the patriotic ideals they 
reflect involve *hn risks of 
an anti-colonial ba cklash. 

This is not just a problem 


economic. Cm confident 
about the economi c future, of 
HK. If J-was not confident., 
given my financial stancfing, 1 
cotid heve packed nriy bags * 
. and left and probably picked 
any country In tbs world ' 

- Tchocea to stay hare 
because of the good eco- 
nomic future."' 


for Britain, Last year’s pro- 
tests against Tokyo’s claims 
to the Senkaku or Diaoyu 
islands in the East Ghina 
Sea revealed the presence of 
anti-Japanese sentiment just 
below the surface of Hong 
Kong society. 

But in spite of such inci- 
dents, few see the need to 
sound the alarm bells. Ms 
Emily Ian, an independent 
legislator, points out the dis- 
tinction between identifying 
with China and with the 
regime in power. 

Mr Vincent Cheng, execu- 
tive director at Hongkong 
Bank, says that there is little 
resentment towards Britain 
and a general respect for the 
institutions it has built in 
the territory. Besides, he 
says, the Hang Kong people 
are as cosmopolitan as they 
are pragmatic. 

“If a Japanese television is 
better value, oar If you get & 
25 basis points reduction on 
a loan from a foreign bank, 
then that is the most impor- 
tant thing." 


Hong Kong is 
(not often 
thought of as 
bastion of 
(Welfarism, 
i but under the 
governorship of Mr Chris 
Patten, spending on welfare 
has risen remarkably, mak- 
ing this possibly one of his 
most enduring legacies. 

According to Mr Donald 
Tseng, the financial secre- 
tary, real spending on wel- 
fare has risen by 88 per cent 
in file past five years. The 
budget for the current year 
provides for a Anther real 
increase of 9.1 per cent to 
HKg2L2bn In spending on 
items such as care for the 
elderly and the disabled. 
Spending on health is sched- 
uled to rise by 5.7 per cent 
in real terms to HK$28bn. 

Such figures once 
pr om p t ed a scathing China 
to brand Mr Patten a Euro- 
socialist. Belting was wor- 
ried that welfare spending 
would accustom the local 
population to soft western 
ways and compromise Hong 
Kong’s record for fiscal sta- 
bility. 

So will welfare continue 
to he a priority under main- 
land rule? Probably yes, say 

wnnnniltfc anil pnlitifinne — 

not least because Mr Pat- 
ten’s effort hi this area has 
struck a chord with the 
local population. 

“If there’s a new senti- 
ment among the local com- 
munity, pressing for more 
care, I wouldn’t ascribe that 
entirely to Mr Patten,” says 
kb* Tsang Yok-sing. the pro- 
Beijing politician. Rising 
overall affluence h«s made 
people more aware of the 
gap between rich and poor, 
he adds. “With or without 
Mr Patten’s advocacy for a 
caring society, we have to 


address this problem, espe- 
cially now that the legisla- 
ture is elected.” 

Welfarism may not come 
so naturally to Mr Tung 
Chee-hwa, chief executive 
designate, hut he knows 
that he needs to make the 
government popular, says 
Mr Tsang. That Is why he 
has selected three main pol- 
icy areas for prior i ty : hous- 
ing, care for the elderly and 
education, “f believe the 
government Is going to pour 
money into these areas.” 

Mr Tsang’s assessment 
suggests that the Hong 
Kong public does not view 
welfarism as a decadent 
western import, but some- 
thing that should come nat- 
urally to a more afflnent 
society seeking to improve 
the quality of life. 

Hong Kong's experience is 
typical of the region. 
According to last month’s 
Emerging Asia report from 
the Asian Development 
Bank, responding to rising 
demand for welfare will 
become one of the central 
challenges for Asian govern- 
ments in coming decades, as 
they seek to preserve Ugh 
growth rates and satisfy 
pressure from a newly 
emerged middle class for a 
more civilised society. 

The report says govern- 
ments must try to respond 
to these demands for the 
sake of soda! cohesion, but 
also manage to avoid what 
it called “a fiscal blow-out”. 
That means keeping overall 
spending under control and 
involving the private sector 
as much as possible. 

Seen from this perspec- 
tive, Hong Kong is in the 
vanguard of Asian adminis- 
trations trying to move on 
to the next stage of develop- 
ment. With a per capita 


income of almost US$25,000, 

Hnag Kang's standard of liv- 
ing is well Into the OECD 
league, even if its wealth is 
still unevenly dispersed by 
the standards of most Indus- 
trial countries. Now it must 
consolidate and build on 
that developed states. 

Judging by Its record so 
far, it is succeeding. The 
government has been pru- 
dent in increasing spending 
on community projects, says 
Mr Patten. "We’ve never 
failed to cut taxes in a bud- 
get while I have been here. 
We’ve increased our 
reserves. 1 will leave public 
spending lower as a propor- 
tion of GDP than it was 
when 1 arrived." 

That combination of fiscal 
prudence and social con- 
science is likely to continue 
after he is gone, but public 
support for caring pro- 
grammes does not extend to 
large transfer payments. 
While not financially sup- 
ported by government, the 
mandatory pension scheme 
proposed by Mr Patten has 
proved unpopular with pro- 
Beijing businessmen, who 
see it as unnecessary when 
Hong Kong already has a 
high savings rate. 

By contrast care for the 
elderly responds to a deeply 
embedded Chinese tradition 
of respect for the aged. 
Investment in education 
would Ucrease Hong Kong's 
skills and support for hous- 
ing which held down the 
high cost of accommodation 
would help maintain Hong 
Kong’s competitiveness as a 
base for investment. Both 
would thus find support 
from business as well from 
the broader public. That 
may see business playing a 
stronger role than ever in 
the formulation of policy. 
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Mandarin Oriental, Hong Kong, 
In a city built on business, 
a botel built on service. 

Where to find the rest of the World s Finest Hotels & Resorts 

Tke Oriental, Bangkok 
Kakala Mandarin Oriental, Hawaii 
Mandarin Oriental, Jakarta 
Mandarin Oriental Hyde fork, London 
Mandarin Oriental, Macau 
Mandarin Oriental, Manila 
Mandarin Oriental, San Francisco 
Tke Oriental, Singapore 
Hotel Majapakit, Surabaya 
Hotel BelaVbta, Macau 
Mandarin Oriental, Kuala Lumpur (1997) 
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Deacons Graham & James 
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Hong Kong 



Arh oaf Practice 
Banking S Finance 
China Practice 
Corporate i Commercial 
Construction a Attrition 
Conveyancing 
Insolvency 
intellectual Property 
Litigation 

Shipping & Aviation 
"faxafeon & Trusts 


The emergence of Deacons Graham & Janies as a leading 
legal force in the Asia Pacific Region has parallelled Hong Kong’s 
growth as a major financial and commercial centre. 

The firm's 130 local and expatriate lawyers and 350 support 
staff in Hong Kong, guide domestic and multinational clients in 
their business activities throughout Asia providing them with a 
combination of international experience and a deep knowledge 
of the local legal and business systems. In 32 business centres 
around the world. 1100 lawyers assist further with international 
and multi jurisdictional transactions. 

Like Hong Kong, Deacons Graham & James is perfectly placed 
to move into the new century as a major player in the Asia Pacific 
Region and the world. With strong transitional skills and a legal 
capacity not limited by boundary or language, the firm has a 
competitive edge and a cross-cultural advantage. 

Contact Mr dames Bertram. Saner Partner 
Mr Mark Roberts. Managing Partner 

Deacons Graham & James. Alexandra House. 3rd-6th Floors. Central, Hong Kong 
Telephone: (852)28259211 
FSCSifflBe’ (852) 2810 0431 


Website- nap-.”wwv».dgj com 

Lawyer* 

Asia 

Bangkok 

Hanoi 

HoCn Mirth City 
Hong Kong 

People's Republic or Chma 

Jakarta * 

lUpoi 

Tokyo 

Australia 

United States of America 

Europe 

Kiddle East 


Network: 

Graham & James UP. USA 
DaaemGntiam&JamxAianki 
Ttyor Joynsan Banen. UK 
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The People's Republic of China 



Chine Practice 
Foreign hrasmert Enterprises 
Banking 4 Finance 
Securities 

Technology Transfer & 
Imssaauaf Property 

Real Estata Development 

Construction > Infrastructure 

Energy and Naiuai Resources 

IMcommunicatlone 

Taxation 

Labour 

EtmronmenU Protection 

BuSmess Strategy lor China 

Dispute Resolution and 
Arbitration 

Transportation 


For more than 20 years the Deacons Graham & James International 
China Practice Group has assisted clients from Asia. Australia, Europe 
and the United States of America with investment and business 
transactions covering different industry sectors in China. 

The Practice, active in China since the early 1970‘s, is one of the 
world’s largest with mere than 40 lawyers specialising In China 
matters. In offices located both in and outside of China, the lawyers 
andstaff speak dl nuyor Chinese rfialeets and can prepare documents 
in Chinese language, according to Chinese requirements and custom. 

Through regular personal contact with the Government ministries 
and institutions they are able to provide clients with timely and detaBsd 
advice on cutting edge developments m tew and poBcy, as well as on 
foreign Investment and trade opportunities. They are also able to 

prmride clients with practical counsel on how to find and build valuable 

relationships with government authorities and parlies in China, and 
options for developing and structuring business activities. 

Conner Mr Frank! Cheung. Jwnt Head ot Clwi Practice Group 
MsSaly Harpote. Joint Hud ol Chma Praam Group 
Dsacong Graham 8 Ames, Alexandra House. 3nM3tn Floors Central HanaKom 
Tstophono; (052) 2825 9211 

FacsmBe (852) 281Q 0431 
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EDUCATION • by Louise Lucas 

Fresh lessons 
to be learned 


Issues which need to be addressed include 
language, computers and understanding China 


ft 


For Mr David 
Tang, socialite 
and business- 
man, the 
English lan- 
guage will go 


puters In classrooms, and 
from promoting an outward 
looking mentality to a 
deeper understanding of 


down in Hong Kong’s his- 
tory as Britain's greatest and 
most enduring legacy to its 
former colony. 

But just as the Brftish 
crown emblem has been 
removed from post boxes 
and the Queen's head from 
coins and stamps, so the 
standard of English has been 
gradually crumbling. Teach- 
ers and employers cite 
declining language stan- 
dards - in Chinese as well as 
English - as one of the big- 
gust dangers threatening the 
territory's next phase of eco- 
nomic development. 

This is not lost on Mr 
Tung Chee-hwa, chief execu- 
tive designate and himself a 
graduate of Britain's Liver- 
pool University- Earlier this 
year he appointed Mr 
Anthony Leung, a banker 
and member of Mr Tung's 
inner advisory cabinet, to 
review the territory’s educa- 
tion system. 

Mr Leung, between his 
duties as managing director 
with Chase Manhattan B ank 
in Hong Kong, has con- 
ducted more than 100 meet- 
ings with education bodies 
and unearthed a wealth of 
issues that need to be 
addressed. These range from 
language skills to using com- 


fThin a. 

There are other issues. 
The influx of children from 
China is already starting to 
put strains on the territory’s 
schools, resulting in bigger 
classes and language prob- 
lems for the newcomers. 

Politics is also coming 
home to roost in schools as 
in other spheres of life. 
There is a strong feeling that 
as part of China, Hong Kong 
should broaden its teaching 
of the mainland's history, 
geography and culture. Inev- 
itably, this will mean touch- 
ing on sensitive subjects and 
entail some rew ri ting of his- 
tory - or the undoing of pre- 
vious rewriting. The opium 
wars at the genesis of Hong 
Kong's colonial history pro- 
vides one example of what 
Mr Leung says will have to 
be taught with more of a 
"Chinese perspective”. 

Mr Yeung Yiu-chung. prin- 
cipal of the Heung To Middle 
School, says; "In the past the 
opium wars were interpreted 
not according to the facts. 
For example, when I was in 
secondary school I was 
taught the opium war hap- 
pened as a result of conflicts 
of east and west culture, and 
also a conflict of commercial 
interests. 

"Actually, it is not only 
about this. It is also about 


the British smuggling and 
burning of opium, so I think 
we should teach the students 
what happened in the past, 
to tell them the facts." 

Mr Yeung may be the head 
of one of Hong Kong's five 
patriotic, or pro-China, 
schools but his more com- 
prehensive version Is the 
same as that of a number of 
reputed historians, including 
Jonathan D. Spence. 

Politics in the classroom, 
however, means more than 
rectifying mis drafts of his- 
tory. Mr Leung is adamant 
that the pillars of Hong 
Kong's success - including 
the rule of law, a corruption- 
free environment, level 
playing fields and a free flow 
of information - be 
reinforced. 

He agrees that it is a tall 
order, but says Hong Kong is 
used to meeting big 
demands. He invokes Chi- 
nese values, and portrays an 
educational Utopia in which 
parents and the community 
help shoulder the educa- 
tional burden, and the some- 
times dubious values por- 
trayed on television do not 
darken hearths and homes. 

Mr Leung faces bigger bat- 
tles than mothers more 
interested in the mah jong 
table than Junior’s maths 
homework. Ms Christine 
Loh, an independent legisla- 
tor, has vowed to resubmit a 
private member's bill 
unwinding the government's 
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powers to control "biased" 
political expression in 
schools. 

Ms Loh’s bill was defeated 
at the tail-end of the last sit- 
ting of the legislative coun- 
cil, but she proposes to fight 
on, arguing that the provi- 
sion gives the government 
carte blanche to define polit- 
ical bias. "In practice it 
could censor anything with 
political content, such as a 
school newspaper or student 
dr ama, ” she says. 

Mr Leung must also deal 
with the question of 
resources. He is keen to keep 
free schooling - which 
Britain introduced in 1971 - 
but is also eager for Hong 
Kong schoolchildren to bene- 
fit from the information age, 
which adds to the cost 

And be has to appease the 


employers, who say that 
their rapidly changing needs 
are not being met by tbe 
labour force. Part of the 
problem is tbe Asian empha- 
sis on learning by rote, 
which spurs Hong Kong to 
the top of educational league 
tables but creates graduates 
low on creative thinking and 
initiative. 

The new government real- 
ises that it cannot change 
the world in a term. Mr 
Leung, quoting a Chinese 
proverb to the effect that it 
takes 10 years to see a tree 
grow, and 100 years to see 
people grow, says a start has 
to be made somewhere. 

It will take rather less 
time to see if Hong Kong’s 
multi-faceted push on its 
education system is a case of 
too much, too soon. 


Country Forecasts: 
Your future in Asia 


Call us today to find out where your company is heading 




Now is die ideal time to see why 
Country Forecasts from die 
Economist Intelligence Unit are 
regarded as the world's leading 
medium-term forecasting service. 
Use them to help you understand 
the implications surrounding 
Hong Kong’s handover to China, 
as well as business prospects in 
56 other world markets. 

Country Forecasts will brief you on 
the way politics, the economy and 
the business environment will . 
change over the next five years in 
each country where you do business. 
Each Country Forecast covers an 
individual country and is written 
from the perspective of foreign 
investors with interests there. 

As a subscriber you will receive 
exactly the data you need for 
strategic planning, business 
development, lending decisions 
and portfolio investment, including 
numerical forecasts for more than 
60 economic variables for each year 
until 200L Published quarterly, 
Country Forecasts ensure your 
business planning always 
incorporates the most up-to-date 
political and economic data. 


New features, new 
forecasts, new statistics 

Gauntry Forecasts now include a 
NEW Business Environment Index. 
This allows at-a-glance comparisons 
of different countries' prospects to 
2001 and easy identification of 
which countries are improving and 
which are deteriorating. You will 
also see new forecast data for 
labour markets, die current account; 
sectoral output, consumption and 
government policy. 


Global outlook 

Global outlook is a separate 
quarterly publication which 
contains a detailed macro- 
economic forecast for the world 
economy over the next five years. 

When used in conjunction with 
the individual Country Forecast 
it enables you to understand 
exactly how each country interacts 
with die global economy. 


Some questions 

answered by 

Country Forecasts 

• How well can Hong 
Kong’s business 
environment survive the 
hand-over? 

• Will high growth 
continue in China? 

• What are the prospects 
for economic reform in 
India? 

• Will Bejing privatise 
some state-owned 
enterprises? 

• Are the boom days over 
for Singapore? 
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Order form 


Order your copies today by calling 

(44.171) 830 1007 


How to order your Country Forecasts subscriptions. Tick the busies} of the countryfcs) 
you require below and complete your personal details, choose your payment method and 
post to: The Economist Intelligence Unit Limited. PO Bax 300. Harold Hill, Rem ford RM3 
8UX. United Kingdom. Alternatively, you can order by telephone on (44.(71) 830 1007, by fax 
on I44J71) 830 1023 or by E-mail: km dorM^-c: u.co m 
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Asia- Pacific 

□ Australia 

□ China 

□ Hong Kong 
C India 

□ Indonesia 

□ Japan 
Malaysia 
New Zealand 
Pakistan 
Hiilippmes 
Singapore 

□ South Korea 
O Sri Lanka 

□ Taiwan 

□ Thailand 

□ Vietnam 

Europe & the fanner 
Soviet Union 

□ Austria 
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□ Russia 
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□ Switzerland 
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□ United Kingdom 


Latin America 

□ Argentina 

□ Brazil 

□ Chile 
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□ Mexico 

□ Peru 

□ Venezuela 


Middle East and 
North Africa 
O Algeria 

□ Egypt 

□ Iran 

□ Israel 

□ Iraq 

□ Saudi Arabia 


Sub-Saharan Africa 

□ South Africa 

□ Nigeria 

Regional Overviews 

U Asia-Padfic 
Economies in 
transition: Eastern 
Europe and the 
former Soviet 
Union 

□ Europe 

C Latin America 

□ Middle East and 
North Africa 

□ Sub-Saharan Africa 
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MEDIA • by John Ridding 


Danger lies within 

Self-censorship, rather than overt pressure from 
over the border may be what limits press freedoir 


ft 


The scores of 
newspapers 
and maga- 
zines -piled 
high on Hong 
Kong news 
stands provide a daily 
reminder of the territory's 
bustling media sector - tra- 
ditionally one of the most 
vibrant in the region. 

But as the transfer of sov- 
ereignty has drawn near, 
the industry has faced a 
growing burden. Many local 
Journalists and politicians 
worry that China’s heavy 
hand will curb the media 
and that Beijing fails to 
understand the role of a free 
press in Hong Kong society. 

"Beijing is very intolerant 
of dissenting .views and the 
Chinese press follows differ- 
ent rules," says Mrs Emily 
Lau, an independent legisla- 
tor. In her eyes, there is 
much more than a morning 
read at stake. "If Hong Kong 
should lose press freedom 
we are finished," she says, 
referring to the role of the 
media in defending the terri- 
tory's autonomy and politi- 
cal freedoms. 

Media curbs could also 
prompt a shift in invest- 
ments. Singapore has sought 
to lure regional broadcast- 
ers, and so tor courts MTV 
and ABN among its TV oper- 
ators. "Frankly, Hong Kong 
has always been streets 
ahead for media companies, 
in terms of editorial consid- 
erations,” says one broad- 
cast executive. "Bat there is 
bound to be a question mark 
after the handover." 

For many in the sector, 
there is already ample cause 
for concern. A survey con- 
ducted last month by tbe 
Chinese University of Hong 
Kong found that more than 
half of the journalists it 
polled believed self-censor- 
ship was already being prac- 
tised. A mere 7 per cent said 
press freedoms would be 
unaffected by the transfer of 
sovereignty. 

Speaking earlier this year, 
Mr Richard Boucher, the US 
Consul Genera] cited press 
freedom as an area of con- 
cern in the transition. "In 
reality, freedom of the press 
has already been limited by 
the self-censorship practised 
by some journalists, espe- 
cially when reporting oh 
China," said Mr Boucher. 
“Senior PRC officials have 
said that Hong Kong papers 
could not print personal 
criticisms of Chinese leaders 
after the handover.” 

Self-censorship may be dif- 
ficult to measure. But it is 
easy to explain. Newspaper, 
executives are fearful that a 
critical line towards China 
will encourage advertisers 
to shift to more compliant 
publications. With fierce 
competition, and the linger- 
ing memory of a vicious 
price war in 1995-96, few 



More than a morning read at stake: many worry China's heavy 
hand will curb the media and that Beijing fails to understand the 
role of a free press m Hong Kong society s*a.i ure» 


executives want to risk the 
bottom line. 

The case of Mr Jimmy 
Lai's Next Media suggests 
the issue could go deeper 
still. Having once con- 
demned China's premier as 
“a turtle's egg" a strong 
insult on tbe mainland. Mr 
Lai has found bis retailing 
interests across the border 
running into problems. 

When he tried to find an 
investment bank to sponsor 
the flotation of his Next 
Media group, he found no 
takers. Sun Hung KaJ Secu- 
rities, who pulled out of the 
deal, said it was a commer- 
cial decision. Bat it was 
laden with political over- 
tones and Next has been 
starved of expansion funds. 

Part of the problem, says 
Mr Martin Lee. leader of the 
Democratic Party. Is that 
many newspaper proprietors 
have substantial invest- 
ments on the mainland. Mr 
Robert Knok, chairman of 
the South China Morning 
Post, the dominant English- 
language daily, has property 
projects and hotels in China. 
Sing Tao Holdings, pub- 
lisher of several titles, has 
manufacturing interests 
across the border. 

More significantly, most 
Hong Kong media compa- 
nies are eyeing the main- 
land market for future 
expansion. Not all believe 
business interests and politi- 
cal pressures will under- 
mine press freedoms in 
Hong Kong. Mr Tung Chee- 
hwa, the territory's future 


leader, insists that frcedoi 
will be maintained. "It 
part of our society, part •*“ 
our culture." be says. 

Within tbe industry, f «• 
Sally Aw, chairman of St,. 
Tao Holdings says that pn 
freedoms will be respect* 
so long as newspapers a - 
responsible in any criticlsi - 
of mainland affairs or or- 
chils. "I have never recelv- - 
pressure concerning wb 
we print." • • 

Mr Tsang Tak-sing, edit 
of tbe pro-Beijing Ta Ku 
Pao. cites article 27 of t 
Basic Law, the constitutij 
for post-handover Ho 1 
Kong which states that **r- 
idents shall have freedom^ 
speech, of the press and 
publication". "This is t 
first time ever that freedt 
of the press is written ir 
the Law in Hong Kong," 
says. “In the past we ot 
had draconian laws curb! 
freedom of the press." 

Nor does Mr Tsang belie 
that such promises will 
by the board. “I don't thi' 

Ms Elsie Leung will prt 
charges against a newspap 
just for being critical of t 
Chinese government," 
says, referring to the sea 
tary for justice in the pa 
handover administration. 

A senior editor at oi 
local newspaper agrees th 
the risk of overt pressure 
overstated. 

“The real problem is n 
the law suit or the ord 
from across the border," I 
says. "The real threat com 
from within." 


idt 



Ms Sally Aw, chairman of Sing Tao Holdings 
and one of the few women among the top 
ranks of Hong Kong business, runs the 
media and property empire Inherited from 
her father, Aw Boon-haw, the - Tiger Balm 
King". A pioneer In developing international 
newspapers through satellite feeds, the daily 
Sing Tao now has editions from New 
Zealand to San Francisco. . 

She is planning to sen her controlling stake 
in Sing Tao, but not because of fears about 
press freedom after 1997. 

“I don't think It will be impossible to 
criticise Chinese leaders, if you do It in the 


right way. China is changing very fast, 
although it will take time for them to remove 
fears that Hong Kong will be a base of 
subversion." 

Bid the Sing Tao chief does see room for 
improvement In Hong Kong's media. 
■Journalists in Hong Kong have to be more 
responsible." And like many business leaders 
she plays down local Interest in politics. ' 

"Hong Kong is not a political place, it is 
more economically conscious. For all these 
years the British never gave Hong Kong a 
democratic conscience. Why should they do 
It in the last few years?" 
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Guide for the visitor 


• Climate: Subtropical and 
monsoonal Hot and humid 
from May to mid-September 
with a risk of typhoons. July 
and August are very hot 
September to December is 
sunny, but drier, a n d is the 
most pleasant time of year. 
Winter (DeoFeb) is dry but 
can get cold, with an 
average temperature of 15°C, 
and humidity often above 83 
per cent March and April 
are moderately warm and 
damp. 

• Entry r e quirements: 
Passport VaUd passport 
required by alL Visa; 
Nationals of most countries 
do not require visas for short 
visits. 

• Health: Vaccination 
certificates are not 
mandatory, but 
require ments may vary 
depending on whether the 
visitor has arrived from an 
infected area. Hepatitis B is 
prevalent in Hang Kong- 
Reported cases of Aids are 
relatively few. Foreigners 
can be admitted free to any 
government hospital. Tap 
water is safe to drink. 

• Currency: There are no 
restrictions on the amount 
of foreign currency which a 
traveller may take into Hang 
Kong. Currency is easily 
changed, either at hwnfai, 
hotels or money diangers. 

• Customs: Personal effects 
are allowed duty-free. 

• Departure Tax: HK5100. 

• International airports: 
Hong Kong rntBmatinnal, 

Kal Tak CHKG), 7.5km from 
Hong Kong in Kowloon. 

Chek Lap Kok International, 
just off the coast of Lantau 
Island, is scheduled to open 
in April 1898, linked to 
Kowloon by MTR Cmetro) 



services and highway. 

• Surface access: The 
Kowloon-Canton Railway 
Corporation (KCR) is the 
main carrier of passengers to 
and from China , with 
express trains serving 
Kowloon-Guangzbou and 
Kowloon-Lowu (85J5 km). 

Bus services link Guangzhou 
to the Hong Kong border. 
Hovercraft services operate 


four tunes a day to/from 
Guangzhou and several 
frhnas dally to/from ZhuhaL 
There are frequent daily 
services to and foam Macao 
by hovercraft Qouxney time 
75 minutes), jetcats (journey 
time 75 minutes), high speed 
ferry (journey time 90 
minutes) and jetfoQ (journey 
Hms go minutes). 

• Hotels: Seek seasonal 
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hotel bargains. Confirmed 
hotel roams and onward 
flight reservations should be 
booked well in advance. A 
10 per cent service charge 
and 5 per cent tax is added 
to hotel bills. 

• Car hire: A valid driving 
licence issued in the country 
of origin may be used for up 
to 12 months. 
Chauffeur-driven and 
self-drive car hire is 
available. 

• Taxis: Hong Kong taxis 
are reasonably priced. It is 
advisable to have 
destination written in 
Chinese. Tips are 
discretionary. 

• Buses: From Kai Tak 
International Airport, buses 
are about 20 per cent 
cheaper than taxis and serve 
five routes every 12-15 
minutes. 

• Metro: The Mass Transit 
Railway (MTR) operates 
from 06000100, with 38 
stations over a 43km route. 

• Trams: A flat fere system 
operates on Hong Kang 
Island’s five-line tram 
system. The trams are 
crowded at rush hour, but 
afford good views erf Hong 
Kong. 

• Other: The Star Ferry is a 
cheap and essential mode of 
transport for commuters. 
There are three ferries: 
Tshnahatsui (the lower tip of 
Kowloon) to Central 
(Edinburgh Place), every five 
to 10 minutes from 0630-2230; 
Tgirnwhat fini tn Wnnr.hsf, 

every 10 to 20 minutes from 
07302050; Hunghom to 
Central (Edinburgh Place), 
every 12 to 20 minutes (every 
20 minutes on Sundays and 
holidays) from 0700-1320. 

• National transport: Bus 
services are inexpensi ve and 

convenient. There axe two 
main private bus companies, 
China Motor Bus (CMB) and 
Kowloon Motor Bus (KMB), 
and private minibus 
services. The New 
Territories can be readied 
by the Kowloon Canton 
Railway (KCR). The outlying 
■islands nan be reached by 
ferry from Central Ferry 
Piers. There are extensive 
hovercraft, hydrofoil and 
coastal services. 

• Working hours: 

Business: (Mon-Fri) 0900-1700 
(Sat) 0900-1300. 

Government (Mon-Fri) 
0900-1300, 1400-1700 (Sat) 
0900-1230. 

Banking: (Mon-Fri) 0900-1630 


(Sat) 0900-1230. 

Shops: Central District 
1000-1900; Causeway Bay and 

Wanchai 1000-2130; 
Tsimshatsui East 1000-1830; 
Tsimshatsm, Yaumatei and 
Mong Kok 10002100. Most 
department stores and shops 
open Sundays. Som e 
Japanese stores dose one 
day/week, and street 
markets operate an day and 
into tiie night 
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PROPAGANDA • by James Harding 


Patriotism and politics 
lie behind the party talk 

For China, Hong Kong’s return is a chance to create a binding force 
in a country rapidly abandoning the tenets of communism 



| For more than 
100 years, the 
British have 
ruled Hong 
Kang and, as 
if to give a 
sense of how much their 
compatriots have endured, 
China Central Television 
plans to offer the 
Chinese audience a 72-hour 
live broadcast of the territo- 
ry's return to the mother- 
land. 

Given the purple prose in 
dally newspapers, the Hong 
Kong handover compilatitm 
albums In the shops, the 
ubiquitous countdown 
clocks and the Hang Kong 
return education packs dis- 
tributed in schools and facto- 
ries across China, the mara- 
thon CCTV telecast shows 
relative restraint 

China’s Communist Party 
not only regards the return 
of Hong Kong to Chinese 
sovereignty as a good thing 
In itself. It also is a nhanwg 
to promote patriotism, a 
binding force in a country 
that has been rapidly aban- 
doning the tenets of commu- 
nism and Tn>i>rini an overarch- 
ing ideology to hold 
competing regions and eth- 
nic groups together. 

Fifty days before the hand- 
over, the People's Daily, the 
mouthpiece of tha Commu- 
nist Party, devoted its front 
page to an old speech by 
President Jiang Stowi-n- “On 
strengthening patriotism." 

Press reports rarely fell to 
mention how July l rein- 
forces the “Chinese people’s 
determination to unite 
around the Central Cammltr 
tee of the Communist Party 
of China, with Jiang 7jvnin 
at the centre". 

The propaganda machine 
has been squeezing the polit- 
ical capital out of the Hang 


“One bundled years ago, I helplessly wtfebed you leave me. 

For <me hundred years, I barn been waiting for you ® come back. 
The time did not wipe away my longing. 

Oh, my -1997, 1 have been calling for you time and agai n . 

There have been long black nights and painful days apart. 

I hugged yon in nay dreams and in my heart we never were apart. 
Now let's share an eternity of true love and srmsbine. 

Oh, my 1997, 1 call you with deep love. 0 

1997, 1 approach you, lyrics by Jin Shuzeng 
Hong Kong handover hit 


Kong story across China. In 
Tibet, which was indepen- 
dent before 1949 and then 
“liberated" by China’s Com- 
munists, the vice-president 
of the Party School has 
drawn parallels between the 
remote region and Hong 
Kong. “The British imperial- 
ists not only occupied Hang 
Kong, but they have also 
invaded Tibet twice. These 
are humiliations for the Chi- 
nese nation. The return of 
Hang Kang is not only a new 
era far Hong Kang; but also 
an important step towards 
realising the great cause of 
unity. It is a happy event for 
an Chinese people, including 
Tibetans," he said last 
month. 

National television punc- 
tuates the evening pro- 
grammes With iwfamorHalg 
sweeping through 156 years 
of British rule in a couple of 
minutes: China’s humiliat- 
ing defeat in the Opium 
Wars, contrasting images of 
hi ghlifg and poverty in 1930s 
Hong Kong, lingering foot- 
age of Deng Xiaoping and 
Margaret Thatcher in 1984 
and finally doves bursting 
forth across the spire of the 
tomk of China and fluttering 
away across Hong Kong's 
sparkling skyline. Routing 


music reinforces the point. 

Countdowns have become 
an inescapable feature of 
life. As well as the digital 
clocks in public places and 
on municipal buildings, 
newspapers run "countdown 
to history” boxes on their 
front pages and schools qui- 
etly compete about the size 
of their countdown calen- 
dars. 

News programmes all open 
with the countdown latest 
Even the death of Deng was 
not enough to break the for- 
mula: "Good morning. Com- 
rade Deng Xiaoping has 
passed away. It is 130 days 
until Hong Kong returns to 
the Motherland.” 

There is a real, and under- 
standable, sense of pride 
among many people that 
what is an integral part of 
China's territory, inhabited 
by Han Chinese people, will 
shrug off colonial rule - a 
symbolic coming of age for 
modern 

The propaganda effort is 
intended not only to rein- 
force the point, but to 
restrain over-eager editors 
and passionate patriots from 
slipping into jingoistic 
excess. Although many dif- 
ferent media organisations 
have sought to play a role in 


handover coverage, Beijing 
has ruled that only material 
from Xinhua - the official 
news agency - can be used. 

Popular celebrations have 
also been carefully orches- 
trated. In Shanghai for 
example, 97 "little painters” 
from local primary schools 
last month made a 97 metre- 
long painting along the 
Bund, Shanghai's colonial 
waterfront, to celebrate the 
historic year. 

There will be six new tra- 
ditional Chinese operas 
opening this month all 
around the Hong Kong hand- 
over theme. 

The government recently 
organised a 10,000 person 
stug-alasg in Beijing to cele- 
brate Hong Koto's imminent 
r etur n. The June 30 celebra- 
tions will be accompanied by 
a wawimnth kawnta con- 
cert, giving a global stage to 
handover hits. 

Songs like "1997, I 
approach you", as well aa 
"Finally comes the day we 
have long expected”, and 
"The story in Spring”, a 
paean to the late leader 
Deng Xiaoping, have already 
become standard fare on 
Chinese TV and radio. But 
the most daw-eyed coverage 
is yet to came. 
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